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Neither  our  report  nor  its  contents,  nor  any  reference  to  Price  Waterhouse  may  be 
included  or  quoted  in  any  offering  circular  or  registration  statement,  prospectus,  sales 
brochure,  appraisal,  loan  or  other  agreement  or  documentation  without  prior  written 
consent. 

Price  Waterhouse  does  not,  as  part  of  its  economic  and  financial  analysis,  perform  an 
audit,  review  or  examination  (as  defined  by  the  AICPA)  of  any  of  the  historical  or  future 
estimated  financial  information,  and  therefore  does  not  express  any  opinion  with  regard 
to  same. 

Thank  you  for  the  opportunity  to  work  with  the  Massachusetts  Convention  Center 
Authority  on  this  important  project. 
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EXECUTIVE  SUMMARY 

The  Massachusetts  Convention  Center  Authority  (MCCA)  retained  Price  Waterhouse  to 
estimate  the  market  demand  for  convention  facility  space  in  Boston  and  determine  if  existing 
facilities  offered  the  size  and  types  of  spaces  required  to  satisfy  the  present  and  future  (year 
2000)  demand.  The  MCCA  also  directed  Price  Waterhouse  to  identify  alternative  methods  of 
expanding  or  adding  new  convention  space  and  evaluate  the  cost  effectiveness  of  each 
development  option.  This  executive  summary  outlines  our  conclusions. 

Market  Demand  Analysis 

We  employed  seven  diverse  analytical  techniques  to  estimate  market  demand: 

1 .  Historical  occupancy  and  future  bookings  of  Hynes  Convention  Center. 

2.  Ranking  of  Boston's  dominant  site  criteria  (population,  hotel  rooms  and  air  service) 
compared  to  competitive  destinations. 

3.  Assessment  of  Boston  retaining  its  competitive  strengths  in  the  future. 

4.  Survey  of  users  to  determine  advantages  and  disadvantages  of  Hynes  Convention 
Center  and  Boston. 

5.  Characteristics  of  competitive  convention  centers  and  future  planned  expansion  in 
supply  of  space. 

6.  Estimated  growth  in  demand  for  convention  and  trade  show  facilities. 


7.         Estimated  current  and  future  market  shares  for  Hynes  Convention  Center  and 
competitor  facilities. 

These  seven  tasks  provided  the  basis  on  which  we  estimated  exhibit  space  occupancy  and 
attendance  ranges  for  five  convention  center  expansion  options  in  Boston: 

1.  No  expansion. 

2.  Add  200,000  square  feet  of  exhibit  space  at  the  Hynes  (net  of  support  space). 

3.  Add  450,000  square  feet  of  exhibit  space  at  the  South  Bay  site  (net  of  support  space). 

4.  Add  650,000  square  feet  of  exhibit  space,  split  between  the  South  Bay  site  and  the 
Hynes  (net  of  support  space). 

5.  Add  650,000  square  feet  of  exhibit  space  at  the  South  Bay  site  (net  of  support  space). 

With  this  information  and  our  estimates  of  financial  operations,  development  costs  (provided 
by  The  Architects  Collaborative)  and  economic/fiscal  impacts,  we  have  estimated  the  cost- 
effectiveness  of  each  option  or,  conversely,  determined  the  maximum  amount  of  additional 
space  that  would  be  cost-effective  to  develop. 

Historical  Utilization  and  Future  Bookings 

Convention  and  trade  show  occupancy  for  the  past  three  years  at  Hynes  Convention  Center 
has  ranged  from  56-68%.  These  occupancies  compare  very  favorably  with  historic 
occupancies  for  other  major  market  centers  (primary  convention  facilities  in  metro  areas  with 
over  20,000  hotel  rooms)  and  approach  the  practical  maximum  capacity,  70%,  for  convention 
and  trade  show  occupancy  in  any  center.  Future  bookings  show  a  continued  trend  for 
maximum  occupancy,  more  shows  utilizing  the  entire  building  and  several  customers  out- 
growing the  present  space  (i.e.  lost  business). 
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Ranking  of  Dominant  Site  Selection  Criteria 

There  appears  to  be  a  strong  relationship  between  a  destination's  metro  area  "dominant 
selection  criteria"  (which  include  hotel  room  supply,  air  access  and  population  size)  and  its 
annual  convention  attendance.  Boston  ranks  fifth  in  these  criteria  among  eleven  competitive 
destinations.  It  also  ranks  fifth  in  terms  of  annual  number  of  convention  delegates.  When 
compared  to  all  twenty-four  major  market  centers,  Boston  ranks  eighth  in  dominant  site 
selection  criteria  but  only  twenty-second  in  amount  of  exhibit  space  in  its  primary  center! 

Assessment  of  Boston  Retaining  its  Competitive  Strength 

The  primary  support  for  hotel  room  occupancy  is  created  by  commercial  travelers.   In 
comparison  to  the  twenty-four  major  markets,  Boston  ranks  fifth  in  Class  A  occupied 
commercial  office  space  in  its  downtown  area.  We  believe  this  factor,  in  addition  to  Boston's 
center  city  residential  development  and  number  one  ranking  among  major  market  centers  in 
terms  of  adjacent  (1-2  blocks)  hotel  rooms,  will  preserve  Boston's  attractive  amenities  in  the 
foreseeable  future  (restaurants,  retail  shops  and  other  attractions).  Given  these  fundamental 
advantages,  Boston  should  retain  or  improve  its  competitive  strength  in  the  convention  market 
in  the  foreseeable  future. 

Perceptions  of  Hynes  Convention  Center  Customers  -  User  Survey 

The  survey  of  forty  Hynes  Convention  Center  past  and  potential  customers  reveals  its 
competitive  strengths  to  be: 

•  Proximate  hotel  rooms 

•  Center  staff  and  management 

•  Quality  service 

•  Modern  facility 
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The  weaknesses  of  Hynes  are: 

•  Non-contiguous  exhibit  space  (2  levels) 

•  High  rental  rates 

•  High  food  and  beverage  costs 

•  Difficulty  with  move-in/move-out 

The  competitive  advantages  of  Boston  as  a  destination  were  reported  to  be: 

•  Size  of  market  area/population  base 

•  Attractions/attendance  "draw" 

•  Quality  of  hotel  supply 

•  Restaurants 

Boston's  disadvantages,  which  are  common  to  most  large  cities  in  the  Northeast,  are: 

•  Weather 

•  Costs 

•  Perception  of  crime  (common  to  most  large  cities) 

Prior  surveys  have  reinforced  Hynes  Convention  Center's  reputation  for  its  staff  providing  high 
quality  services  and  above-average  food  and  beverage  services.  Prior  studies  have  also 
indicated  that  events  held  in  Boston  tend  to  draw  higher  attendance  than  the  same  event  held 
in  other  locations.  Boston  is  often  referred  to  by  meeting  planners  as  "the  San  Francisco  of 
the  East  Coast."  Indeed,  San  Francisco's  Moscone  Center  is  the  principal  center  outside  the 
eastern  region  with  which  Hynes  regularly  competes,  particularly  for  medical  conferences. 

Future  Growth  in  Supply 

If  all  centers  in  major  markets  expand  according  to  their  current  plans,  as  reported  to  us  by 
management,  the  total  exhibit  space  provided  in  these  markets  will  increase  by  3-3.5%  per 
year  (compounded  annually)  over  the  next  decade. 


Future  Growth  in  Demand 

If  future  demand  for  exhibit  space  increases  as  estimated  by  Trade  Show  Week,  or  similar  to 
historic  increases,  it  will  expand  by  about  6%  per  year  (compounded  annually).  Over  the  past 
decade,  occupied  space  in  primary  convention  centers  in  the  twenty-four  largest  U.S.  markets 
increased  at  a  rate  of  about  10%  per  yeafr  (compounded  annually).  We  have  estimated  the 
demand  for  exhibit  space  in  centers  of  the  twenty-four  largest  markets  to  increase  at  6%  per 
year  (compounded  annually)  over  the  next  ten  years,  which  is  considerably  below  the  rate  of 
growth  among  the  largest  centers  in  the  past  decade. 

Current  and  Future  Market  Share  Analysis 

Although  Hynes  Convention  Center  offers  only  1 .8%  of  the  total  supply  of  exhibit  space  in  the 
major  markets,  it  has  captured  5.2%  of  the  occupancy  for  national  ambulatory  events  which 
require  60,000-200,000  gross  square  feet  of  exhibit  space.  We  believe  Boston  should 
continue  to  enjoy  its  status  as  an  "over-achiever"  if  it  is  able  to  add  space  so  it  can  compete 
more  effectively  by  accommodating: 

•  Larger,  new  shows; 

•  Two  or  more  shows  simultaneously; 

•  Past  customers  which  have  outgrown  space  available  at  Hynes; 

•  Shows  requiring  move-in/move-out  on-grade  and  shows  requiring  more  than  100,000 
square  feet  of  contiguous  space. 

Certainly,  Hynes  Convention  Center's  past  performance  and  reputation  for  providing  superior 
services,  as  well  as  Boston's  reputation  as  an  attractive  destination,  should  reinforce  this 
expectation. 

Expansion  Locations 

We  also  evaluated  the  relative  advantages  of  expanding  the  Hynes,  developing  new  facilities 
at  another  site  or  doing  both.   In  accordance  with  our  agreement,  we  have  reviewed  the 
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Coopers  &  Lybrand  study  of  potential  sites  for  a  new  facility.  Based  on  our  analysis  of  the 
Coopers  &  Lybrand  site  study  and  our  visual  inspection  of  the  three  Boston/Cambridge  sites 
Coopers  &  Lybrand  analyzed,  we  have  no  reason  to  dispute  Coopers  &  Lybrand's  conclusion, 
that  the  South  Bay  site  is  superior  to  the  other  two  in  terms  of  its  marketability. 

Our  market  analysis  indicates  that  the  addition  of  exhibit  space,  whether  undertaken  at  Hynes 
Convention  Center  or  another  marketable  site  (or,  indeed,  both),  would  yield  high 
occupancies  in  existing  Hynes  space  as  well  as  in  the  new  space.  Put  another  way, 
developing  new  space  at  another  site  will  not  adversely  affect  the  Hynes  Convention  Center. 

Estimated  Occupancy  and  Attendance 

In  each  of  the  alternative  future  size  configurations  (measured  in  terms  of  exhibit  space), 
occupancy  and  attendance  was  estimated  as  follows: 


Convention  and  Trade  Show 
Occupancy 

Attendance  (000) 

Average  Attendance  Increase 


Estimated  Occupancy  and  Attendance 

Development  Options 


No  Expansion 
60-65% 

320-350 


Add  200,000 

Square  Feet 

(at  Hynes) 

60-65% 


520-560 
60% 


Add  450,000 

Square  Feet 

(at  S.  Bay) 

57-62% 


720-780 
125% 


Add  650,000 

Square  Feet 

(at  S.  Bay 

and  Hynes) 

52-57% 


840-920 
160% 


Add  650,000 

Square  Feet 

(at  S.  Bay1) 

52-57% 


840-920 
160% 


Cost  Effectiveness  of  Each  Option 

The  estimated  costs  to  develop  and  operate  each  of  these  alternative  options  have  been 
compared  to  the  fiscal  or  tax  benefits  created  by  the  attendee  spending  estimated  for  each 
development  scenario.  These  estimates  have  been  based  on  the  Hynes  Convention  Center's 
historical  financial  operating  records,  construction  and  development  cost  estimates  prepared 
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by  The  Architects  Collaborative  Inc.,  and  a  special  survey  of  delegate  spending  by  four 
groups  utilizing  Hynes  during  April  and  May  of  this  year. 


Relative  Cost  Effectiveness  of  Alternative  Development  Options 
(In  Millions  of  Dollars  Per  Year) 


Amortization  of  On-Site 
Development  Costs 
(at  6%  over  20  years) 

Estimated  Additional  Operating  Cost 
or  (Surplus) 

Total  Estimated  Annual  Costs 

Estimated  Additional  State 
Tax  Benefits 

Excess  of  Tax  Benefits  Over  Costs 
(Annual) 


Existing 

Hynes 

(No  Build) 

$21.1 


$  6.3 

$27.4 
$32.0 

$  4.6 


Development  Option 
Excluding  Existing  Hynes  Costs,  Operations,  &  Benefits 


Add  200,000 

Square  Feet 

(at  Hynes) 

$16.1 


$_L81 

$15.3 
$19.0 

3.7 


Add  450.000 

Square  Feet 

(at  S.  Bay) 

$34.5 


Km 

$33.2 
$38.9 

5.7 


Add  650,000 

Square  Feet 

(at  S.  Bay 

and  Hynes) 

$50.6 


$_L51 

$50.1 
$51.2 

1.1 


Add  650,000 

Square  Feet 

(at  S.  Bay) 

$42.6 


$JL61 

$41.0 

$51.2 


Summary 

Boston  has  far  too  little  convention/exhibit  space  to  meet  the  present  and  projected  market 
demand.  A  major,  well  located  expansion  is  virtually  assured  of  attracting  large  numbers  of 
out-of-town  delegates.  Boston  loses  significant  convention  business  because  its  primary 
facility,  the  Hynes  Convention  Center,  is  now  too  small  to  meet  today's  demand.  And  that 
demand  is  growing.  Failure  to  undertake  a  major  expansion  of  convention  space  in  Boston 
would  result  in  large  and  growing  losses  to  the  Commonwealth  resulting  from  lost  convention 
business. 
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EXPANSION  OF  BOSTON'S  CONVENTION  CENTER  FACILITIES 


I.  INTRODUCTION 

The  John  B.  Hynes  Veterans  Memorial  Convention  Center  ("the  Hynes")  opened  in  1988  after 
an  extensive  renovation  and  expansion  of  an  outdated  facility.  The  new  Hynes  has  been 
operating  at  close  to  capacity  since  it  opened.  Operated  by  the  Massachusetts  Convention 
Center  Authority  ("MCCA"),  the  Hynes  has  experienced  convention/trade  show  occupancies 
ranging  from  56-68  percent  in  recent  years,  while  occupancy  averages  have  ranged  from  43- 
45  percent  for  the  primary  convention  centers  in  the  nation's  24  largest  convention 
destinations  (which  includes  Boston).  These  destinations  are  identified  as  U.S.  markets  with 
more  than  20,000  hotel  rooms  in  their  Metropolitan  Statistical  Areas  (MSAs),  and  their  primary 
convention  facilities  are  referred  to  as  "Major  Market  Centers."  With  193,000  square  feet  of 
total  exhibition  space  (of  which  only  111,000  is  contiguous),  the  Hynes  ranks  22nd  in  terms  of 
total  exhibition  space  supply  among  Major  Market  Centers.   Further,  Boston's  supply  of 
primary  exhibition  space  ranks  lowest  among  the  fifteen  most  populated  MSAs  in  the  country. 

In  early  1993,  a  market  study  was  completed  for  the  Commonwealth  of  Massachusetts' 
DCPO/EOEA  which  reported  a  need  for  400,000-500,000  square  feet  of  additional  exhibition 
space  in  the  Boston  area.  Accordingly,  the  Authority  selected  the  Price  Waterhouse  team  to: 
1)  evaluate  the  need  for  exhibition  space  (verify  or  modify  the  results  of  the  earlier  study),  2) 
measure  the  cost-effectiveness  of  four  development/expansion  options  and  a  no-build  option, 
and  3)  describe  the  probable  impact  of  each  alternative  strategy  on  the  utilization  of  the 
Hynes. 

Alternative  options  for  the  expansion  of  exhibition  space  in  Boston  include:  1)  expansion  of 
the  Hynes  (on  a  site  adjacent  to  the  existing  facility),  2)  development  of  exhibition  facilities  on 
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a  site  remote  from  the  Hynes  (for  two  different  programs),  and  3)  expansion  of  the  Hynes  and 
development  of  the  remote  site.  In  addition,  we  also  considered  the  effect  of  a  no-build 
option. 

This  final  draft  report  presents  the  following  findings  with  detailed  explanations  of  how  these     , 
conclusions  were  reached: 

•  Estimates  of  additional  space  required  in  the  Boston  area  to  accommodate  the  needs 

of  conventions  and  trade  shows; 


Evaluation  of  development  alternatives  and  no-build  option; 

Estimated  utilization  and  financial  operations  for  each  of  the  four  options  and  no-build 
option; 

Estimated  economic  and  fiscal  benefits  for  each  option;  and 

Preliminary  estimates  of  development  costs. 


• 


Based  upon  the  conclusions,  the  cost  effectiveness  of  each  option  was  calculated. 

Several  diverse  analytical  techniques  have  been  used  to  provide  a  balanced  and  stable 
foundation  for  estimating  Boston's  future  exhibition  space  needs  and  utilization.  The  study's 
emphasis  is  on  the  convention/trade  show  markets,  since  it  is  understood  that  the  level  of 
spending  generated  by  out-of-state  convention  and  trade  show  delegates  will  determine 
whether  or  not  expanded  exhibition  facilities  are  financially  feasible.   However,  consumer 
shows  and  other  public  events  are  also  addressed. 

Steps  in  the  analysis  included: 

•  Evaluation  of  expansion  options  adjacent  to  the  Hynes  and  an  analysis  of  the 

marketability  of  exhibition  facilities  remote  from  the  Hynes; 
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Discussions  with  MCCA  management,  hospitality  industry  leaders,  local  exhibition 
facility  managers,  the  Greater  Boston  Convention  and  Visitors  Bureau  (GBCVB),  the  . 
Boston  Redevelopment  Agency  (BRA),  the  Chamber  of  Commerce,  and  other  officials 
to  gain  an  understanding  of  the  background,  history  and  key  issues  related  to 
expansion/development  of  exhibition  facilities; 

Profiles  of  past  usage/performance  and  future  bookings  at  the  Hynes,  and  an 
evaluation  of  the  facility's  operational  characteristics; 

An  assessment  of  Boston's  economic  characteristics  which  affect  convention  and 
trade  show  activity; 

Comparisons  of  the  Hynes  and  Boston  to  their  local  and  regional  competitive 
facilities/destinations  as  well  as  the  Major  Market  Centers  in  terms  of  building  program, 
utilization,  operating  characteristics,  and  community  resources,  in  order  to  better 
understand  Boston's  and  the  Hynes'  advantages  and  disadvantages; 

Surveys  of  past  and  potential  future  trade  show  producers  and  association  executives 
regarding  facility  requirements,  advantages  and  disadvantages  of  the  Hynes  and 
Boston,  and  other  information  affecting  future  demand  in  Boston; 

Estimates  of  the  Hynes'  current  share  of  the  national,  ambulatory  convention/trade 
show  market,  and  future  market  share,  for  each  of  the  four  development  alternatives 
and  the  no-build  option; 

Estimates  of  future  utilization  for  conventions/trade  shows,  consumer  shows  and  other 
local  events  for  each  of  the  alternative  options;  and 

Estimates  of  financial  operations,  economic  and  fiscal  impact  generated  by  delegates, 
and  development  costs  in  order  to  measure  the  cost  effectiveness  of  each  option. 
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II.  PAST  UTILIZATION  AND  FUTURE  BOOKINGS  AT  THE  HYNES 

CONVENTION  CENTER 

Since  its  opening,  the  Hynes  has  consistently  achieved  annual  convention/trade  show 
occupancies  which  are  higher  than  most  of  the  Major  Market  Centers.   (With  approximately 
31,000  hotel  rooms  in  the  Boston  MSA,  the  Hynes  is  included  among  these  facilities).  As 
previously  stated,  the  Hynes"  convention/trade  show  occupancy  has  ranged  from  56-68 
percent  in  recent  years,  while  average  convention/trade  show  occupancies  for  the  Major 
Market  Centers  have  been  43-45  percent.   Price  Waterhouse  calculates  occupancy  by 
multiplying  the  number  of  days  each  hall  is  used  (including  move  in/move  out  days)  by  that 
hall's  square  footage  to  get  "total  occupied  square  foot  days";  this  number  is  then  divided  by 
the  total  available  square  foot  days  (total  exhibition  space  square  footage  times  365  days). 
Consumer  show/local  event  occupancies  have  approximated  4-5  percent  at  the  Hynes  in 
recent  years,  which  is  lower  than  the  15  percent  average  for  Major  Market  Centers.  The 
Hynes'  below  average  consumer  show  occupancy  may  be  attributed  to  its  high 
convention/trade  show  occupancy  (leaving  little  space  available  for  consumer  shows),  and  the 
availability  of  two  additional  exhibition  facilities  in  the  local  area  (Bayside  and  World  Trade 
Center).  The  following  chart  illustrates  historic  and  future  convention/trade  show  occupancies 
(based  on  current  bookings)  at  the  Hynes: 
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Percent  of 

Occupancy 
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Hynes  Convention  Center 

Historic  and  Future  Occupancy* 

for  Conventions  and  Trade  Shows 


'90        '91        '92        '93       '94        '95        '96        '97        '98        '99 
Fiscal  Years  Ending  June  30, 


Actual  (historic)  bookings 
fiscal  years  1990-1993. 


!§  Future  definite  bookings 
fiscal  years  1994-1 999. 


Tentative  bookings 
fiscal  years  1994-1999. 


*  Future  occupancy  is  based  on  current  bookings  as  of  March  1 993. 
Source:  MCCA  management. 


Average  annual  attendance  for  fiscal  years  1990-1993  has  approximated  330,000  for 
conventions  and  trade  shows,  and  90,000  for  consumer  shows/local  events,  based  on  data 
provided  by  MCCA  management. 

Convention/trade  show  occupancy  has  been  relatively  consistent  throughout  the  year,  except 
for  the  winter  months  when  occupancies  are  lowest.  A  new  walkway  is  under  construction 
which  will  connect  the  Hynes  and  Sheraton  Hotel  with  the  hotels  at  Copley  Place.  The 
walkway  will  be  lined  with  retail  shops  and  eateries.  This  project  is  likely  to  enhance  Boston's 
marketability,  especially  during  winter  months.  The  following  chart  illustrates  the  Hynes' 
seasonality  patterns  over  the  past  four  years  (fiscal  year  1990-1993),  and  for  the  next  four 
years  (fiscal  years  1994-1997,  based  on  current  definite  bookings). 


-  5  - 


Hynes  Convention  Center 
Seasonality  of  Bookings  (or  Conventions  and  Trade  Shows* 


Percent  of 
Occupancy 


100 


O 


Average  of  actual  (historic)  bookings 
fiscal  years  1990-1993. 
A    Average  of  future  definite  bookings 
fiscal  years  1994-1997. 


Jan     Feb     Mar     Apr    May    Jun      Jul     Aug    Sep     Oct     Nov    Dec 

Month 


*  Future  occupancy  is  based  on  current  definite  bookings  as  of  March  1 993. 
Source:  MCCA  management. 


The  next  chart  shows  the  distribution  of  total  booked  occupancy  in  terms  of  gross  exhibition 
space  required.  In  the  past  and  future,  approximately  50  percent  of  the  Hynes'  total 
occupancy  consisted/consists  of  shows  which  utilize(d)  the  entire  building.  According  to 
planners  of  these  events,  inability  to  utilize  exhibition  space  on  two  levels  is  considered  a 
significant  disadvantage  of  the  Hynes.  With  the  large  increases  in  exhibition  hall  space 
throughout  the  nation,  Boston  is  likely  to  lose  existing  events  which  cannot  be  accommodated 
on  one  level  to  other  centers  unless  a  larger  supply  of  contiguous  exhibition  space  is  added 
to  the  Boston  market. 
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Percent  of 
Total  Booked 
Occupancy 
70 

60 

50 

40 


Hynes  Convention  Center 

Distribution  of  Conventions  and  Trade  Shows 

Gross  Square  Footage  of  Exhibition  Space  Required* 


Actual  (historic)  bookings 
fiscal  years  1990-1993. 
Future  definite  bookings 
fiscal  years  1994-1997. 


36-44 


73-82  111  119-155 

Thousands  of  Gross  Square  Feet 


*  Future  occupancy  is  based  on  current  definite  bookings  as  of  March  1 993. 
Source:  MCCA  management. 


Based  on  our  analysis  of  past  and  future  bookings  at  the  Hynes  Convention  Center,  it  is 
reasonable  to  assume  that  without  an  expansion,  the  Hynes  will  continue  to  operate  at  close 
to  capacity  in  future  years. 
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III.  HYNES  CONVENTION  CENTER'S  COMPETITIVE  POSITION  WITHIN 

THE  MARKETPLACE 

The  Hynes  competes  with  the  Major  Market  Centers  for  national,  ambulatory  conventions  and 
trade  shows.  Boston,  with  approximately  31,000  rooms  in  its  metro  area,  ranks  16th  among 
these  Major  Market  Centers  in  hotel  room  supply,  while  the  Hynes  has  one  of  the  smallest 
exhibition  space  supplies  among  these  centers,  ranking  22nd  out  of  24,  as  shown  in  the  chart 
below.  Many  markets  are  planning/undergoing  center  expansions  or  openings.  Supply  of 
exhibition  space  may  increase  3-3.5  percent  (compounded  annually)  by  the  year  2002,  based 
on  current  expansion  plans. 


Major  Market  Centers 

(Ranked  by  Supply  of  Exhibit  Space) 

City/Center 

Square  Feet 
(In  Thousands) 

Chicago  (McCormick  Place)  (1) 

1,585 

Atlanta  (Georgia  World  Congress  Center)  (2) 

948 

Las  Vegas  (Las  Vegas  Convention  Center)  (2) 

882 

New  York  (Jacob  Javits  Convention  Center) 

715 

Detroit  (Cobo  Hall) 

700 

Los  Angeles  (Los  Angeles  Convention  Center)  (3) 

686 

New  Orleans  (New  Orleans  Convention  Center)  (2) 

668 

Anaheim  (Anaheim  Convention  Center)  (2) 

600 

Miami  (Miami  Beach  Convention  Center) 

500 

Houston  (George  R.  Brown  Convention  Center) 

471 

San  Francisco  (Moscone  Convention  Center) 

442 

Philadelphia  (Pennsylvania  Convention  Center)  (3) 

432 

Washington,  DC  (Washington  Convention  Center)  (2) 

381 

Orlando  (Orange  County  Civic  &  Convention  Center)  (1) 

350 

St.  Louis  (Cervantes  Convention  Center)  (3) 

340 

Dallas  (Dallas  Convention  Center)  (1) 

304 

Denver  (Colorado  Convention  Center) 

300 

Minneapolis  (Minneapolis  Convention  Center) 

280 

San  Diego  (San  Diego  Convention  Center)  (2) 

254 

Phoenix  (Phoenix  Civic  Plaza) 

223 

Tampa  (Tampa  Convention  Center) 

200 

Boston  (Hynes  Convention  Center) 

193 

Nashville  (Nashville  Convention  Center) 

119 

Seattle  (Washington  State  Convention  Center) 

102 

(1)   Expansion  is  under  construction. 

(2)   Expansion  is  planned. 

(3)    Square  footage  includes  new  or  expanded  space  which  will  be  completed  in  1993 
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Existing  and  proposed  facilities/markets  which  would  be  most  competitive  with  the  Hynes  for 
national  and  regional  conventions  and  trade  shows  ("Primary  Competitors")  were  identified  and 
evaluated  to  better  understand  the  strengths,  weaknesses,  and  competitive  position  of  Boston 
and  its  exhibition  facilities  within  the  marketplace.  Boston's  Primary  Competitors  for 
conventions  and  trade  shows  were  identified  based  on  information  from  facility  managers, 
MCCA  and  GBCVB  management,  past  and  potential  user  surveys,  and  Boston's  convention 
hotel  managers.  With  the  exception  of  one  center,  the  Primary  Competitors  are  all  located  in 
the  eastern  region  of  North  America,  since  much  of  Boston's  business  consists  of  either 
national  shows  with  a  geographic  rotational  pattern,  or  regional  shows  which  are  only  held  in 
the  Eastern  or  Northeastern  part  of  the  continent.  The  only  facility  considered  to  be  a  Primary 
Competitor  which  is  not  located  in  the  Eastern  United  States  is  Moscone  Center  in  San 
Francisco.  According  to  Hynes  management,  Moscone  Center  frequently  competes  with  the 
Hynes  for  medical  business,  which  comprises  a  large  portion  of  the  Hynes'  events.  New 
Orleans  is  becoming  more  competitive  with  its  recent  expansion  and  is  expected  to  become  a 
direct  competitor  in  the  same  "league"  as  Moscone. 

The  following  chart  outlines  the  current  and  future  (planned)  building  program  for  each  of 
these  competitors,  followed  by  a  brief  description  of  each  facility  and  market.  As  shown,  the 
majority  of  Boston's  Primary  Competitors  have  expansions  which  are  planned,  approved, 
and/or  under  construction. 
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Primary  Competitors  for  National/Regional  Events 

Building  Programs 

Square  Feet  Represented  in  Thousands 


Existinq  Facility 

Expanded  Facility 

Competitive 

Market/Facility 

Exh.  Hall 
Sq.  Ft. 

193 

Contig. 
Exh.  Sp 

111 

Mtg.  Rm. 
Sq  Ft.* 

72 

Blrm. 
Sq.  Ft. 

25 

Maximum* 

Mtq./Blrms. 

Exh.  Hall 
Sq.  Ft. 

Contig. 
Exh.  Sp 

Mtg.  Rm.      Blrm. 
Sq.  Ft*     Sq.  Ft. 

Expansion  study  in 

Total* 

Mtq./Blrms. 

progress. 

Completion 
Date 

Boston  (Hynes  CC) 

41 

Atlanta  (GWCC) 

948 

608 

226 

32 

86 

Expansion  study  recently  completed;  considering  addition  of 
500,000  square  feet  of  exhibition  space. 

Atlantic  City  CC 

New  facility  under  construction;  existing  facility 
not  considered  competitive. 

487 

487 

104 

None 

42 

6/96 

Baltimore  CC 

195 

115 

54 

None 

34 

300 

300 

40 

40 

50 

9/96 

Charlotte  CC 

New  facility  under  construction;  existing  facility 
not  considered  competitive. 

273 

273 

56 

34 

45 

1/95 

New  York  (Jacob 
Javits  CC) 

715 

410 

97 

30 

73 

None 

None 

None 

None 

None 

None 

Orlando  (Orange 
Co.  Civic  &  CC) 

350 

350 

104 

16 

49 

733 

1,103 

733 

1,103 

150 
259 

60 
60 

94 

N/A 

1/96  Ph.  3 
1/98  Ph.  4 

Pennsylvania  CC 
(new) 

432 

317 

93 

32 

52 

Recently  completed  construction. 

San  Francisco 
(Moscone  CC) 

442 

261 

84 

46 
23 

65 

Recently  completed 

sxpansion. 

Toronto  CC 

194 

194 

36 

28 

36 

450 

N/A 

70 

50 

N/A 

Late  '95 

Washington  CC 

381 

250 

47 

26 

40 

Expansion  si 

udy  recentl 

y  comple 

ted;  no  definite 

plans. 

*   Some  meeting  space  is  comprised  of  exhibition  space  with  dividers. 

N/A:    Not  available. 

Source:   Facility  floor  plans  and  facility  managers. 


Georgia  World  Congress  Center  (Atlanta)  added  300,000  square  feet  of  exhibition  space 
in  mid-1992,  to  reach  a  total  of  948,000  total  square  feet  of  exhibition  space.  This 
facility  is  the  largest  in  the  Eastern  United  States  and  the  second  largest  in  the  country 
(in  terms  of  exhibition  space).  Further,  the  Georgia  World  Congress  Center  Authority 
is  considering  an  additional  500,000  additional  square  feet  of  exhibition  space. 
Advantages  of  Atlanta  and  the  Georgia  World  Congress  Center  are  the  city's 
geographic  location  in  the  center  of  the  Southeastern  United  States,  air  service, 
climate,  and  the  design  and  size  of  the  center. 

Atlantic  City  Convention  Center  is  scheduled  to  open  in  mid-1996  with  487,000  square 
feet  of  exhibition  space.  The  existing  convention  center,  built  in  1929,  is  considered  to 
be  out  of  date  and  not  competitive  with  the  existing  Hynes  or  the  proposed 
alternatives.  Atlantic  City  is  attractive  because  of  its  low  hotel  room  rates  and 


-  10  - 


entertainment  activities.  Weaknesses  include  its  limited  air  access,  lack  of  available 
hotel  rooms  on  weekends  and  limited  hotel  room  supply  (<5,000  in  central  area). 

Baltimore  Convention  Center  recently  received  approval  for  an  expansion  which  will 
increase  the  center's  supply  of  exhibition  space  from  195,000  square  feet  to  300,000 
square  feet.  The  expansion  is  expected  to  be  completed  in  September,  1 996. 
Baltimore's  strengths  as  a  convention  destination  include  its  proximity  to  the 
Washington,  DC  and  Philadelphia  metropolitan  areas,  and  its  compact  downtown  area 
which  offers  a  good  hotel  package,  shopping,  and  pre-  and  post-convention  activities. 

Charlotte  Convention  Center  is  currently  under  construction  and  is  scheduled  to  open  in 
January,  1995  with  273,000  square  feet  of  exhibition  space.  Currently  Charlotte  has  a 
small  civic  center  which  is  not  considered  to  compete  with  the  Hynes,  since  it  attracts 
mostly  state,  local,  and  regional  events. 

New  York's  Jacob  Javits  Convention  Center  hosts  primarily  non-ambulatory  events,  which 
are  geared  towards  industries  dominant  in  New  York  (e.g.  garment  industry). 
However,  this  center  was  identified  as  a  competitor  since  its  few  ambulatory  shows 
and  even  some  of  the  non-ambulatory  events  which  require  more  than  200,000  square 
feet  of  exhibit  space  may  currently  be  required  to  meet  at  Javits  because  it  is  the  only 
center  in  the  Northeast  which  can  accommodate  them.  One  of  New  York's  primary 
disadvantages  is  its  high  hotel  and  exhibition-related  costs.  Although  Boston's  costs 
are  considered  high  by  convention/trade  show  managers  (as  indicated  in  user  survey 
results),  Boston  would  have  an  advantage  over  New  York  in  terms  of  lower  costs. 

Orange  County  (Orlando)  Convention  &  Civic  Center's  Phase  III  expansion,  currently  under 
construction,  will  increase  the  center's  supply  of  exhibition  space  from  350,000  to 
733,000  square  feet  space  by  1996.  The  Phase  IV  expansion,  which  will  increase 
exhibition  space  to  1,103,000  square  feet,  is  expected  to  be  complete  by  1998. 
Orlando's  attractions,  air  access,  and  international  recognition  will  allow  this  center  to 
be  very  competitive  in  future  years. 
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•  Pennsylvania  Convention  Center  opened  in  1993  with  432,000  square  feet  of  exhibition 
space.  A  1,103-room  Marriott  is  under  construction  adjacent  to  the  Center.   Boston 
hotel  managers  and  representatives  of  Boston's  hospitality  community  expect  this 
Center  to  become  one  of  the  Hynes'  biggest  competitors.  However,  downtown 
Philadelphia  has  a  limited  hotel  room  supply  (< 5,000  rooms  in  central  area)  which  will 
be  a  disadvantage  in  attracting  citywide  conventions  and  trade  shows. 

•  Moscone  Convention  Center  in  San  Francisco  is  the  only  facility  identified  as  a  primary 
competitor  which  is  not  located  in  the  Eastern  part  of  North  America.  According  to 
MCCA  management,  this  center  competes  frequently  with  the  Hynes  for  medical 
groups,  an  industry  which  comprises  a  large  portion  of  the  Hynes'  occupancy.  This 
center  recently  completed  an  expansion  which  increased  its  exhibition  space  supply 
from  256,000  to  442,000  square  feet. 

•  Toronto  Convention  Center,  with  194,000  square  feet  of  exhibition  space,  competes  with 
the  Hynes  Convention  Center  for  U.S.  shows  in  search  of  a  site  in  the  northeastern 
part  of  the  continent.  This  facility  is  also  considering  expansion  to  approximately 
450,000  square  feet. 

•  Washington  (DC)  Convention  Center,  with  381 ,000  square  feet  of  exhibition  space,  is  in 
the  process  of  studying  expansion  plans.  This  facility  enjoys  an  attractive  location  in 
the  Nation's  capital,  where  a  large  number  of  associations  are  based. 

Although  the  Hynes  Convention  Center  hosts  primarily  conventions  and  trade  shows,  it  does 
occasionally  accommodate  consumer  shows  and  other  public  events.  The  World  Trade 
Center  and  the  Bayside  Expo  Center,  both  private  facilities  located  in  the  Boston  metropolitan 
area,  compete  with  the  Hynes  to  a  small  extent  for  consumer  shows,  other  local  events  and 
regional  trade  shows.  They  are  not  considered  Primary  Competitors  with  the  Hynes  for 
conventions  and  trade  shows.   Building  programs  for  these  facilities  are  shown  below: 
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Competitive 
Market/Facility 

Local  Competitive  Facilities 
Building  Programs 

Existinq  Facility 

Exhibit  Hall 
Square  Feet 

120,000 
240,000 

Contiguous 
Exhibit  Space 

120,000 
240,000 

Meeting  Room           Ballroom 
Square  Feet          Square  Feet 

14,000               6,000(2) 
5,500 

17,000                          N/A 

Maximum 

Meetinq/Ballrooms 

27 

7 

World  Trade  Center 
Bayside  Expo  Center 

The  chart  below  outlines  the  Hynes  Convention  Center's  1 992  operating  performance  relative 
to  Primary  Competitors  and  Major  Market  Centers.  As  shown,  the  Hynes  and  its  Primary 
Competitors  achieved  convention/trade  show  occupancies  and  numbers  of  events  which  are 
higher  than  the  averages  for  Major  Market  Centers.  The  Hynes'  convention/trade  show 
attendance  was  slightly  below  average,  which  may  be  attributed  to  the  center's  size 
constraints.  Consumer  show  occupancy  is  below  industry  averages,  which  is  due  to  lack  of 
available  dates,  resulting  from  strong  convention/trade  show  utilization. 


The  Hynes  and  Competitive  Facilities 
Performance  - 1992 

Competitive 
Market/Facility                         t 

Primary 
Competitors  (1) 

Major  Market 
Centers    (2) 
Average                 Range 

45%                    18-74% 
15%                      1-34% 

Hynes  (3) 

56% 
3% 

Average 

59% 

13% 

Range 

48-74% 
6-19% 

Occupancy 

•  Conventions/Trade  Shows 

•  Consumer  Shows 

Number  of  Events 

•  Conventions/Trade  Shows 

•  Consumer  Shows 

48 
20 

34-59 
3-30 

42 

21 

15-68 
3-78 

54 

11 

Attendance  (thousands) 

•  Conventions/Trade  Shows 

•  Consumer  Shows 

387 
348 

223-565 
128-600 

376 

501 

70-1 .579 
93-1 ,590 

314 
93 

(1)  Excluding  Hynes  Convention  Cente 

(2)  Including  Hynes  Convention  Center 

(3)  Hynes  figures  represent  fiscal  year 

r. 
1992. 
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IV.  USER  SURVEY  RESPONSES 

More  than  seventy  association  executives  and  trade  show  producers  were  contacted  for  in- 
depth  interviews,  and  a  total  of  forty  interviews  were  completed.  Half  of  the  survey 
respondents  represented  past  users,  and  the  other  fifty  percent  represented  potential  or 
turnaway  business.  In  addition,  a  few  consumer  show  producers  were  also  surveyed. 
Contact  names  were  obtained  from  the  Hynes'  past  user  lists,  the  Greater  Boston  Convention 
and  Visitor  Bureau's  lost  business/turnaway  reports,  the  Trade  Show  Week  Data  Book  and  the 
Directory  of  Conventions.  Characteristics  of  the  convention  center  users  surveyed  are 
summarized  below: 

•  Twenty  five  percent  of  the  respondents  which  had  held  events  at  the  Hynes 
represented  non-ambulatory  shows  (i.e.  they  held  their  events  at  the  Hynes  on  an 
annual  basis). 

•  When  asked  about  hosting  their  events  at  a  site  outside  the  downtown  core  area 
(such  as  the  South  Bay  site),  the  majority  responded  that  they  would  not  be  averse  to 
a  venue  remote  from  the  core  area,  as  long  as  an  adequate,  accessible,  and  reliable 
transportation  system  was  in  place  to  easily  transport  attendees/delegates  between  the 
facility  and  hotels. 

•  With  the  exception  of  two  regional  trade  shows,  all  convention  and  trade  show 
planners  reported  percentages  for  out-of-town  delegates  which  ranged  from  70-95 
percent.  The  national,  ambulatory  shows  reported  the  highest  percentages  of  out-of- 
town  delegates,  while  the  regional  and  non-ambulatory  shows  reported  a  larger 
attendance  base  from  the  state  and  metro  area. 
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Past  and  potential  users  of  the  Hynes  were  asked  for  the  three  primary  advantages  and 
disadvantages  of  the  Hynes  for  hosting  conventions  and  trade  shows.  These  were  open- 
ended  questions  and  the  users  were  not  prompted.  Responses  are  presented  below. 


Hynes  Convention  Center 

User  Survey  Summaries 

Hvnes  Advantaqes 

Hvnes  Disadvantaqes 

Proximity  to  hotels 

21 

Lack  of  contiguous  exhibition  space 

25 

Staff  and  management 

13 

Exhibit  hall  rental  rates 

16 

Service 

10 

Move  in/out  (access) 

8 

Modern  facility 

7 

Food  and  beverage  cost 

7 

Flexibility  in  scheduling 

4 

Crowd  flow 

5 

Good  draw 

3 

Not  enough  exhibit  space 

5 

Meeting  rooms 

2 

Food  and  beverage  quality 

4 

Location  of  facility 

2 

Poor  lighting 

3 

Exhibit  space 

1 

Service  costs 

1 

New  walkway 

1 

Food  and  beverage 

1 

As  shown,  proximity  to  hotels  was  the  most  frequently  mentioned  advantage  of  the  Hynes. 
Among  the  Major  Market  Centers,  the  Hynes  ranks  highest  in  terms  of  hotel  room  supply 
within  2-3  blocks.  The  second  most  frequently  mentioned  advantage  was  the  Hynes'  well- 
trained  staff  and  good  management.   In  addition,  users  frequently  cited  as  an  advantage  the 
Hynes'  service  level,  which  is  a  result  of  good  management  and  well-trained  staff. 

Survey  participants  were  asked  to  rate  the  Hynes'  various  building  resources  on  a  scale  of  1 
to  5  (1=best,  5=worst),  using  other  past  venues  for  comparison.  The  distribution  of 
responses  is  shown  below.  The  Hynes  received  its  highest  response  ratings  for  service  levels 
and  access  to  dates  (or  flexibility  in  booking  events).  These  high  ratings  may  be  attributed  to 
good  management  and  staff,  which  was  frequently  mentioned  as  one  of  the  Hynes' 
advantages.  Below  average  ratings  resulted  from  questions  about  the  exhibition  space 
quality,  relationship  of  building  areas,  and  costs  associated  with  the  center. 
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Hynes  Convention  Center 

Building  Resource  Ratings 

Great 

Averaqe 

Poor 

1 

2 

3 

4 

5 

Center  layout  and  design 

0% 

13% 

52% 

35% 

0% 

Registration  space/lobby 

0% 

22% 

78% 

0% 

0% 

Exhibit  space  quality 

0% 

4% 

39% 

57% 

0% 

Food  and  beverage  quality 

0% 

14% 

78% 

4% 

4% 

Food  and  beverage  cost 

0% 

0% 

35% 

65% 

0% 

Number  of  ballroom  facilities 

0% 

10% 

90% 

0% 

0% 

Number  of  meeting  rooms 

0% 

18% 

73% 

9% 

0% 

Move  in/out 

0% 

9% 

68% 

23% 

0% 

Truck  marshalling 

0% 

4% 

82% 

14% 

0% 

Access  to  dates 

9% 

41% 

50% 

0% 

0% 

Exhibit  rental  costs 

0% 

0% 

34% 

57% 

9% 

Service  costs 

0% 

0% 

34% 

57% 

9% 

Service  level 

4% 

61% 

35% 

0% 

0% 

Relationship  to  building  areas 

0% 

4% 

44% 

48% 

4% 

Visitor  orientation 

0% 

9% 

82% 

9% 

0% 

Source:   User  surveys. 

Survey  participants  were  also  asked  to  list  advantages  and  disadvantages  of  the  City  of 
Boston  as  a  destination  for  conventions  and  trade  shows.  These  responses  are  shown  in  the 
charts  below.  The  Boston  area's  large  population  base  was  cited  most  frequently  as  an 
advantage.  Strong  responses  also  included  Boston's  attractions  and  supply  of  convention 
class  hotel  rooms.  Most  users  agreed  that  Boston  generally  attracts  a  large  attendance  for 
their  events.  The  most  frequently  mentioned  disadvantages  included  weather,  reflected  by 
low  center  occupancies  during  the  winter  (see  Hynes  Seasonality  Chart  on  page  6),  and 
general  visitor  costs.  These  disadvantages,  however,  are  typical  of  large  cities  in  the 
Northeast. 


Hynes  Convention  Center 

User  Survey  Summaries 

Boston  Advantaaes 

Boston  Disadvantages 

Population  base 

30        Weather 

21 

Attractions 

23        Overall  cost  to  visit  city 

20 

Hotel  quality  and  supply 

21         Crime 

9 

Restaurants 

8         Hotel  room  costs 

4 

Attendance 

4        Local  transportation 

2 

Culture 

2 

Service 

1 
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Users  were  asked  to  rate  various  city  resources  in  the  same  way  building  resources  were 
rated.  As  shown  below,  Boston's  hotel  room  supply,  particularly  within  walking  distance  to  the 
center,  received  high  ratings,  as  did  its  population  base.  None  of  the  city's  resources 
received  below  average  ratings. 


Hynes  Convention  Center 

City  Resource  Ratings 

Great 

Averaqe 

Poor 

1                           2 

3 

4 

5 

Attractions 

4%                      64% 

32% 

0% 

0% 

Room  supply:  city 

18%                       68% 

14% 

0% 

0% 

Room  supply:  walking 

50%                       36% 

14% 

0% 

0% 

Room  supply:  headquarters 

14%                       59% 

27% 

0% 

0% 

Air  access 

5%                       36% 

59% 

0% 

0% 

Safety 

5%                       36% 

50% 

9% 

0% 

Local  transportation 

4%                       41% 

55% 

0% 

0% 

Population 

36%                        59% 

5% 

0% 

0% 

Service 

4%                        64% 

32% 

0% 

0% 

Restaurants 

4%                         32% 

64% 

0% 

0% 

Retail 

4%                         14% 

82% 

0% 

0% 

Source:  User  surveys. 
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V.  COMPARISON  OF  BOSTON'S  DOMINANT  SITE  SELECTION 

CRITERIA  (FOR  CONVENTION  CENTER  EVENTS)  RELATIVE  TO 
COMPETITIVE  AND  COMPARABLE  MARKETS 


Through  a  series  of  analyses,  Price  Waterhouse  has  determined  that  there  are  three 
measurable  criteria  that  affect  selection  of  a  convention/trade  show  destination.  These 
"dominant  site  selection  criteria"  are  hotel  room  supply,  level  of  air  access  and  population. 
Although  numerous  other  criteria  affect  the  site  selection  decision  (e.g.  convention  bureau 
marketing  budget,  attractions,  entertainment,  climate),  only  the  three  criteria  listed  above  show 
a  statistical  relationship  with  citywide  convention  attendance.  In  this  section,  Boston's 
rankings  of  dominant  site  selection  criteria  and  citywide  attendance  were  compared  to 
rankings  of  its  competitive/comparable  markets  to  evaluate  whether  Boston  is  overachieving  or 
underachieving  relative  to  its  available  resources.  Other  factors  which  were  not  already 
addressed  in  the  user  survey  section,  but  which  affect  Boston's  success  as  a 
convention/trade  show  destination  (e.g.  CVB  budget,  strength  of  the  office  market  and 
residential  population  in  downtown  area),  are  also  addressed. 

Dominant  Site  Selection  Criteria 

As  illustrated  in  this  section,  Boston  ranks  first  among  its  Primary  Competitors  for  "hotel  room 
supply  within  two  blocks  of  the  center,"  and  in  the  middle  (approximately  5  or  6  out  of  1 1 
centers)  for  the  other  dominant  site  selection  criteria.  Boston  also  ranks  in  the  middle  (fifth)    - 
among  competitors  for  citywide  convention  attendance.  These  rankings  indicate  that  Boston 
is  achieving  attendance  levels  consistent  with  its  available  resources.  Considering  the  fact 
that  Boston  ranks  near  the  bottom  in  terms  of  exhibition  space  supply  among  its  Primary 
Competitors,  it  is  surprising  that  its  attendance  levels  are  in  line  with  its  resources. 
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Hotel  Room  Supply 

Boston's  hotel  room  supply  was  ranked  among  its  competitive  markets  in  terms  of:. 

•  MSA  hotel  room  supply; 

•  Number  of  "convention  class  hotel  rooms"  within  the  vicinity  of  center  -  defined  as 
rooms  in  those  hotels  within  the  vicinity  which  have  a  minimum  of  1 00  rooms  and  at 
least  three  AAA  diamonds; 

•  Number  of  convention  class  hotel  rooms  within  two  to  three  blocks  of  the  convention 
center. 

Results  of  these  rankings  show  that  Boston  is  achieving  attendance  levels  which  are  in  line 
with  its  room  supply,  as  shown  below. 


The 

Hynes'  Primary  Competitors 
Hotel  Room  Supply 

Hotel  Room  Ranking  (1  = 

most) 

Total 

Competitive 

Vicinity 

Adjacent 

Attendance 

Market/Facility 

MSA 
6 

of  Center 
6 

(2-3  Blocks) 
1 

in  City* 
5 

Boston  (Hynes  CC) 

Atlanta  (GWCC) 

4 

7 

8 

2 

Atlantic  City  CC  (new) 

8 

9 

None 

7 

Baltimore  CC 

9 

10 

2 

8 

Charlotte  CC  (new) 

10 

11 

9 

10 

New  York  (Jacob  Javits  CC) 

2 

2 

None 

1 

Orlando  (Orange  Co.  Civic  &  CC) 

1 

1 

5 

6 

Pennsylvania  CC  (new) 

7 

6 

7 

11 

San  Francisco  (Moscone  CC) 

5 

3 

4 

4 

Toronto  CC 

N/A 

5 

3 

9 

Washington  CC 

3 

4 

6 

3 

*  Defined  as  number  of  annual  convention  delegates  listed  in  the  Directory  of  Conventions 

As  shown,  Boston  ranks  first  in  terms  of  hotel  rooms  within  two  to  three  blocks  of  the  center. 
In  this  category,  Boston  ranks  first  even  among  all  Major  Market  Centers.  This  ranking 
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supports  user  survey  responses,  which  indicated  hotels  adjacent  to  the  center  as  one  of  the 
Hynes'  primary  advantages. 

Air  Access 

Boston  has  the  fifth  largest  supply  of  inbound  air  passengers,  and  fourth  largest  number  of 
cities  connected  by  non-stop  flights,  relative  to  its  Primary  Competitors.  Air  access  rankings 
for  Boston  and  its  competitive  destinations  are  shown  below.  Boston's  air  access  rankings 
are  in  line  with  the  Hynes'  citywide  attendance  rankings. 


The  Hynes  and  Primary  Competitors 
Air  Access 

Air  Access  Ranki 

nqs 

Total 

Competitive 
Market/Facility 

Inbound 
Passengers* 

5 

6 

10 

8 

Non-stop 
Flights 

4 

1** 
11 

8 

Attendance 
in  City 

5 
2 
7 
8 

Boston  (Hynes  CC) 
Atlanta  (GWCC) 
Atlantic  City  CC  (new) 
Baltimore  CC 

Charlotte  CC  (new) 

New  York  (Jacob  Javits  CC) 

Orlando  (Orange  Co.  Civic  &  CC) 

Pennsylvania  CC  (new) 

San  Francisco  (Moscone  CC) 

Toronto  CC 

9 

1 
3 
7 
2 
N/A 

4 
1** 

10 
6 

7 
9 

10 

1 
6 
11 
4 
9 

Washington  CC 

4 

3 

3 

*  Represents  number  of  passengers  visiting 
**  Tied 

destination  (excluding  transfers/one-ways). 

Population 

Population  of  a  market  affects  the  site  selection  process  for  conventions  and  trade  shows 
because  the  number  of  delegates  within  driving  distance  of  the  show  site  usually  affects  event 
attendance.  This  is  particularly  true  for  regional  trade  shows,  many  of  which  tend  to  be  non- 
ambulatory. Boston  is  the  fifth  largest  MSA  in  terms  of  population  among  its  Primary 
Competitors  (as  shown  in  the  chart  below),  and  seventh  largest  among  the  Major  Market 
Centers.  Further,  the  Boston  MSA's  number  of  households  with  Effective  Buying  Incomes  of 
more  than  $50,000  ranks  sixth  in  the  nation,  which  is  a  significant  advantage.  The  chart 
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below  outlines  Boston's  and  its  competitive  destinations'  1991  populations  with  Sales  & 
Marketing  Management's  growth  projections.  Boston's  anticipated  decline  over  the  next  few 
years  is  insignificant  relative  to  its  size  and  is  not  expected  to  affect  the  city's  performance  as 
a  major  convention  destination. 


The  Hynes  Center  and  Primary  Competitors 

Population 

MSA  Population 

(1) 

Total 

Competitive 

Estimated  Growth 

Attendance 

Market/Facility 

Rank 
5 

As  of  12/91  (2) 
3,786 

1991-1996 
-1% 

in  City 
5 

Boston  (Hynes  CC) 

Atlanta  (GWCC) 

6 

3,004 

13% 

2 

Atlantic  City  CC  (new) 

11 

327 

5% 

7 

Baltimore  CC 

7 

2,431 

5% 

8 

Charlotte  CC  (new) 

9 

1,200 

8% 

10 

New  York  (Jacob  Javits  CC) 

1 

8,627 

1% 

1 

Orlando  (Orange  Co.  Civic  &  CC) 

10 

1,140 

15% 

6 

Pennsylvania  CC  (new) 

2 

4,924 

4% 

11 

San  Francisco  (Moscone  CC) 

8 

1,631 

6% 

4 

Toronto  CC 

4 

3,893 

N/A 

9 

Washington  CC 

3 

4,055 

8% 

3 

(1)  MSA  =  Metropolitan  statistical  area. 

(2)  Thousands. 

Source:  Sales  and  Marketing  Management  and  Toronto  Chamber  of  Commerce. 

Other  Factors  Affecting  Success  of  a  Convention/Trade  Show  Destination 

The  strength  of  a  city's  downtown  commercial  office  market  and  residential  population  usually 
affect  a  downtown  market's  success  as  a  convention/trade  show  destination,  since  a  strong 
residential  and  commercial  office  base  spur  growth  and  maintain  stability  of  restaurants, 
shopping,  night  life  and  other  attractions  which  contribute  to  a  downtown  destination's 
attractiveness  to  out-of-town  delegates.  Boston  enjoys  both  a  large  residential  population  in 
the  Back  Bay  area  and  a  strong  supply  of  occupied  Class  A  office  space.  The  chart  below 
shows  that  Boston's  Central  Business  District  (CBD)  ranks  third  among  its  Primary 
Competitors  in  terms  of  occupied  Class  A  office  space.   Further,  Boston  ranks  fifth  among  the 
Major  Market  Centers.  Since  a  city's  downtown  hotel  occupancies  are  generally  driven  by 
commercial  office  activity,  Boston's  supply  of  hotel  rooms  in  the  downtown  area  is  expected 
to  be  higher  than  most  CBDs  of  the  nation's  largest  convention  destinations  and  Boston's 
Primary  Competitors. 
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Boston  and  Primary  Competitors 
Commercial  Office  Market 

Competitive 
Market/Facility 

Ranking  of  Occupied 
Class  A  Office  Space 

InCBD 

3 

5 

10 

7 

Metro  Area 

4 

3 

10 

7 

Boston  (Hynes  CC) 
Atlanta  (GWCC) 
Atlantic  City  CC  (new) 
Baltimore  CC 

Charlotte  CC  (new) 

New  York  (Jacob  Javits  CC) 

Orlando  (Orange  Co.  Civic  &  CC) 

Pennsylvania  CC  (new) 

San  Francisco  (Moscone  CC) 

Toronto  CC 

8 
1 
9 
4 
6 
N/A 

8 
2 
9 
5 
6 
N/A 

Washington  CC 

2 

1 

Source:   Society  of  Industrial  and  Office  Realtors,  1993. 

Another  factor  that  affects  a  city's  success  in  attracting  conventions  and  trade  shows  is  the 
Convention  and  Visitors  Bureau  budget.   Boston  ranks  ninth  among  its  Primary  Competitors  in 
terms  of  its  total  1993  budget.   However,  the  Hynes  Convention  Center  has  a  promotions 
budget  which  is  significantly  higher  than  levels  of  other  Major  Market  centers. 
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VI.  CONVENTION  AND  TRADE  SHOW  INDUSTRY  TRENDS 

Future  occupancies  for  the  Hynes  and  its  competitive  facilities  will  be  affected  by  growth  in 
supply  of  and  demand  for  exhibition  space.  This  section  discusses  trends  and  issues 
affecting  convention/trade  show  occupancy  for  convention  centers.  Growth  in  exhibition 
space  supply  and  demand,  and  changes  in  convention  center  occupancy  levels  will  be 
addressed. 

Growth  in  Supply  of  Exhibition  Space 

Convention  center  exhibition  space  supply  has  shown  growth  similar  to  demand  increases, 
with  compound  annual  growth  of  approximately  6-7  percent  over  the  past  decade  for  all  North 
American  facilities  (according  to  Tradeshow  Week).  Growth  in  the  supply  of  exhibition  space 
among  Major  Market  Centers  during  this  period  exceeded  10  percent  (compounded  annually) 
and  the  Price  Waterhouse  Annual  Convention  Center  Survey  occupancy  statistics  indicate  that 
convention  and  trade  show  exhibition  space  demand  in  these  facilities  has  kept  pace  with  the 
strong  growth  in  supply.   Future  growth  in  the  supply  for  Major  Market  Centers  (excluding 
Boston's  possible  plans)  is  estimated  to  be  approximately  3-3.5  percent  compounded  annually 
over  the  next  ten  years,  based  on  expansions  which  are  planned  or  under  construction. 

Growth  of  Exhibition  Space  Demand  for  Trade  Shows  and  Conventions 

This  discussion  of  exhibition  space  demand  focuses  on  trade  show  growth,  rather  than 
convention  growth,  since  most  conventions  without  trade  shows  are  held  in  hotels  or  small 
convention  centers.  Most  conventions  which  are  held  in  convention  centers  have  a  trade 
show  associated  with  them. 
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Trade  shows  are  large  exhibitions  of  products  and  services  related  to  a  specific  industry  or 
profession.  Trade  show  growth  can  be  traced  to  the  rate  of  change  in  technology,  style  and 
fashion.'  Trade  show  promoters  and  producers  present  persuasive  statistics  documenting 
economic  advantages  of  marketing  and  selling  products  and  services  through  the  trade  show 
as  compared  to  other  marketing  media  (sales  calls,  display  advertising,  etc.).  Except  for  the 
current  recessionary  period,  historic  growth  in  convention  and  trade  show  demand  has  been 
steady.  This  growth  is  expected  to  continue  in  future  years,  as  explained  in  this  section. 

According  to  Tradeshow  Week,  North  American  trade  shows  have  grown  in  terms  of  exhibition 
space  required,  number  of  exhibiting  firms  and  attendance,  at  compound  annual  rates  of 
approximately  6-8  percent  over  the  past  two  decades.  Growth  for  the  country's  largest  200 
trade  shows,  all  of  which  require  more  than  225,000  gross  square  feet  of  exhibition  space, 
has  been  similar  to  growth  for  the  entire  U.S.  trade  show  industry.  A  large  portion  of  these 
200  shows  utilize  Major  Market  Centers,  as  these  are  also  the  largest  centers  in  the  country. 
During  the  recent  recessionary  period,  trade  show  demand  has  continued  to  increase  for  all 
U.S.  shows  tracked  by  Trade  Show  Week,  although  at  a  lower  pace. 

Price  Waterhouse  Convention  Center  Annual  Report  statistics  indicate  that  convention/trade 
show  demand  in  these  Major  Market  Centers  has  kept  pace  with  supply  growth,  with  growth 
in  demand  (measured  in  occupied  square  foot  days)  of  approximately  10  percent 
compounded  annually  over  the  past  decade.  Even  during  the  recent  recessionary  period, 
growth  in  demand  for  space  among  Major  Market  Centers  showed  strong  growth. 

Research  shows  that  growth  in  demand  for  convention  center  exhibition  space  will  continue. 
A  show  manager  survey  conducted  by  Tradeshow  Week  found  that  the  average  exposition 
(including  consumer  and  other  public  shows)  is  expected  to  grow  at  approximately  5  percent 
annually  from  1991-2001  in  terms  of  required  exhibition  space,  number  of  exhibiting  firms  and 
total  attendance.  Additionally,  573  new  shows  are  expected  to  be  launched  over  the  next 
decade,  according  to  Tradeshow  Week.    It  is  estimated  these  new  shows  will  require  60 
million  net  square  feet  of  exhibition  space,  draw  185,900  exhibiting  companies  and  attract  6.8 
million  attendees  annually  by  2001 .   Based  on  these  industry  trends  and  notwithstanding  the 
effects  of  the  current  economic  recession,  there  is  currently  no  persuasive  evidence  that 
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exhibition  space  demand  growth  for  either  trade  shows  or  conventions  will  abate  in  the 
foreseeable  future. 

Summary  of  Future  Growth  in  Supply  of  and  Demand  for  Facilities  in  Major  Market  Centers  and 
Boston's  Primary  Competitors 

Based  on  historic  demand  growth  among  the  Major  Market  Centers  (approximately  1 0 
percent,  compounded  annually)  and  strong  current  convention/trade  show  occupancies  for 
Boston's  Primary  Competitors,  growth  in  demand  among  these  centers  is  expected  to  exceed 
certain  overall  industry  growth  estimates.  Growth  in  exhibit  space  demand  among  the  Primary 
Competitors  and  Major  Market  Centers  was  assumed  to  be  6  percent  (compounded  annually 
for  purposes  of  this  study),  which  is  reasonable  and  conservative.  This  growth  rate  is 
fundamental  to  the  conclusion  that  the  demand  will  continue  to  grow  and  Boston  will  capture 
more  than  its  "fair  share"  of  the  business  if  it  has  the  facilities  to  accommodate  the  demand. 
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VII.  SITE  ANALYSIS  AND  BUILDING  PROGRAM  ALTERNATIVES 

Price  Waterhouse  estimated  occupancy  and  attendance  for  four  alternative  exhibition  space 
expansion  alternatives  and  a  no-build  option.  Building  programs  for  each  of  these  options, 
along  with  site  plans  and  development  costs  for  each  option,  are  presented  in  the  attached 
appendices.  For  each  option  which  includes  development  at  the  South  Bay  site,  it  is 
recommended  that  the  facility  be  developed  in  a  way  which  allows  for  future  expansion 
opportunities.  These  alternatives  are  explained  in  more  detail  below. 

Option  A  -  Expand  Hynes  Convention  Center 

The  Architects  Collaborative  (TAC)  and  the  Authority  identified  a  Hynes  expansion  option 
which  would  add  approximately  200,000  square  feet  of  additional  exhibition  space  (net  of 
support  space)  to  the  existing  Hynes.  With  this  option,  the  expanded  Hynes  would  have  a 
total  of  approximately  393,000  square  feet  of  exhibition  space  (193,000  existing,  200,000  new), 
of  which  approximately  300,000  would  be  contiguous. 

Option  B  -  Development  of  Facility  with  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 
and  No  Hynes  Expansion 

Price  Waterhouse  and  TAC  evaluated  three  alternative  sites  for  the  proposed  exhibition  space, 
described  in  more  detail  in  the  Coopers  &  Lybrand  report  "Megaplex,  Convention  Center  and 
Stadium  Feasibility  Analysis"  in  terms  of  those  characteristics  which  influence  the  marketability 
of  exhibition  facilities.  The  three  sites  included  the  "South  Bay"  site,  the  "State  Hospital"  site, 
and  the  "Cambridge"  site.  The  State  Hospital  site  was  eliminated  by  the  Coopers  &  Lybrand 
team  because  of  the  noise/traffic  impact  on  nearby  neighborhoods  and  constrained  access 
from  the  road  network.  The  South  Bay  site  was  considered  superior  to  the  Cambridge  site 
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because  of  its  closer  proximity  to  the  Copley  Square  hotel  supply  and  proximity  to  the  multi- 
nodal  transit  facilities  being  developed  at  South  Station.  These  features  enhance  the 
marketability  of  the  South  Bay  site  and  make  it  superior  in  comparison  to  the  Cambridge  site. 
Therefore,  our  study  has  identified  no  basis  to  question  the  conclusions  of  the  Coopers  & 
Lybrand  study  and  accepts  the  recommendation. 

The  Coopers  &  Lybrand  report  suggests  a  facility  with  450,000  square  feet  of  exhibition  space 
(net  of  support  space).  Our  analysis  indicates  that  a  new  center  should  provide  at  least 
450,000  square  feet  of  exhibition  space  (with  1 .1  million  square  feet  of  gross  building  area)  to 
attract  the  major  conventions  and  trade  shows  which  cannot  be  accommodated  by  the 
Hynes.  With  a  larger  supply  of  exhibition  space  than  the  Hynes,  the  proposed  development 
and  the  Hynes  would  attract  different  markets  and  would  not  directly  compete  for  most 
events.  It  is  also  reasonable  that  the  center  would  have  approximately  5,000  parking  spaces 
in  the  vicinity  and  would  be  linked  to  Boston's  core  of  activity  (near  the  Hynes)  via  a  public 
transit  system. 

Option  C  -  Both  Expansion  of  the  Hynes  and  Development  of  Facility  with  450,000  Square  Feet  of 
Exhibition  Space  at  South  Bay  Site 

This  option  assumes  both  Option  A  and  Option  B  outlined  above.  Our  findings  indicated  that 
the  Hynes's  utilization  (even  with  an  expansion)  will  not  be  negatively  affected  by  the 
development  of  a  new  center  at  the  South  Bay  site.  Therefore,  the  recommended  Hynes 
expansion  outlined  in  Option  A  was  not  reduced  for  this  alternative.  Like  Option  B,  the  South 
Bay  development  should  have  no  fewer  than  450,000  square  feet  of  exhibition  space  so  it  can 
still  attract  the  larger  trade  shows  which  cannot  be  accommodated  even  with  an  expanded 
Hynes. 

Option  D  -  Development  of  Facility  with  650,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 
and  No  Hynes  Expansion 

This  option  would  provide  the  same  square  footage  of  exhibition  space  (650,000  square  feet, 
net  of  support  space)  as  in  Option  C,  but  all  new  space  would  be  developed  at  South  Bay 


-  27  - 


while  the  Hynes  would  not  be  expanded.  The  gross  building  area  of  this  facility  would  be  1 .5 
million  square  feet. 

No-Build  Option 

This  option  assumes  that  neither  an  expansion  of  the  Hynes  nor  the  development  of  a  facility 
at  the  South  Bay  site  will  take  place. 
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VIII.  SUMMARY  OF  BOSTON'S  RESOURCES  AND  COMPETITIVE 

POSITION  FOR  CONVENTIONS  AND  TRADE  SHOWS 

Based  on  evaluations  of  the  Hynes'  past  and  future  bookings,  resources  which  affect 
Boston's  marketability  as  a  convention/trade  show  destination,  user  surveys  and  analyses  of 
Boston's  Primary  Competitors  and  the  Major  Market  Centers,  the  following  observations  can 
be  made  with  respect  to  Boston's  and  Hynes  Convention  Center's  strengths  and  weaknesses. 

Strengths 

•  Boston  has  the  largest  supply  of  convention  class  hotel  rooms  within  two  blocks  of  its 
convention  center  among  its  Primary  Competitors  and  Major  Market  Centers. 
Proximity  to  hotels  was  the  most  frequently  mentioned  advantage  of  the  Hynes. 

•  Good  management  and  well-trained  staff  are  among  the  primary  advantages  of  the 
Hynes,  based  on  user  survey  results. 

•  Boston's  MSA  population  is  the  seventh  largest  in  the  nation,  a  key  site  selection 
criteria.   Metro  area  population  was  also  frequently  stated  by  convention/trade  show 
planners  as  one  of  the  city's  biggest  advantages.  Further,  Boston  ranks  sixth  in  the 
U.S.  for  the  number  of  households  with  effective  buying  income  of  $50,000  and 
above. 

•  Boston's  large  downtown  supply  of  occupied  Class  A  office  space  relative  to  its 
Primary  Competitors  and  Major  Market  Centers  is  an  advantage,  since  a  strong  office 
market  is  critical  to  developing  and  maintaining  a  large  supply  of  hotel  rooms. 
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Boston's  core  area  is  attractive  to  out-of-town  delegates/attendees,  with  many 
restaurants,  shops  and  other  attractions.  These  amenities  are  primarily  supported  by 
the  downtown  area's  large  affluent  residential  population  and  large  supply  of  occupied 
office  space. 


Weaknesses 


Lack  of  exhibition  space  is  Boston's  biggest  disadvantage  as  a  major  convention/trade 
show  destination.  This  finding  is  evident  based  on  an  analysis  of  competitive  facilities 
and  user  survey  responses.  With  193,000  square  feet  of  exhibition  space,  only 
111,000  of  which  is  contiguous,  it  is  reasonable  to  assume  that  Boston  loses  many 
shows  which  require  more  than  111,000  contiguous  square  feet  of  space. 

Weather  and  "costs  of  doing  business"  in  Boston  are  the  other  two  primary 
disadvantages  cited  by  convention/trade  show  planners.  However,  these  conditions 
are  common  to  all  large  northern  cities. 


30  - 


I 

[ 


[ 


I 


r 


. 


IX.  ESTIMATED  OCCUPANCY  AND  ATTENDANCE  FOR  FOUR 

DEVELOPMENT  ALTERNATIVES  AND  NO  NEW  FACILITIES  (NO- 
BUILD  OPTION) 

Estimated  utilization  for  the  four  development  options  and  the  no-build  option  are  outlined  in 
this  section.  These  estimates  assume  that  with  development  of  an  exhibition  facility  on  the 
South  Bay  site,  an  attractive  and  inviting  environment  will  be  created  at  South  Bay,  which  will 
also  provide  transit  linkages  between  the  proposed  South  Bay  development,  Back  Bay  hotels 
and  Boston's  core  of  activity.  Price  Waterhouse  has  also  assumed  that  management  and 
marketing  efforts  of  Boston's  exhibition  facilities  will  continue  to  be  aggressive  and  of  the 
highest  professional  caliber.  Estimates  were  based  on  the  following  factors,  explained  in  the 
previous  sections: 

•  Historic  performance  and  future  bookings  of  Hynes  Convention  Center; 

•  Survey  responses  of  past  and  potential  convention  executives,  trade  show  planners, 
and  consumer  show  producers; 

•  Trends  in  the  convention/trade  show  industry  in  terms  of  growth  in  supply  of  and 
demand  for  exhibition  space; 

•  An  analysis  of  Boston's  Primary  Competitors  and  the  Major  Market  Centers  in  terms  of 
historic  occupancies,  market  shares,  facility  expansion  plans,  building  resources  and 
other  factors  which  will  affect  how  future  demand  is  distributed  among  the  Hynes  and 
its  competitive  market;  and 
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•  A  comparison  of  Boston's  level  of  community  resources  to  those  of  competitive  and 

comparable  markets  (such  as  hotel  room  supply,  level  of  air  access,  CVB  budget, 
occupied  office  space,  etc.). 

A  summary  of  utilization  estimates  for  the  no-build  option  and  each  of  the  four 
development/expansion  alternatives  is  presented  below,  followed  by  a  detailed  explanation  of 
the  methodology  used  to  estimate  future  performance  for  each  option. 


Utilization  Estimates  for  Boston's  Alternative  Development/Expansion  Options 

Stabilized  Operating  Year 
(All  Options  Include  Existing  Hynes  Operations) 

No-Build  Option 
Hynes-No  Exp. 
S.  Bay-No  Build 

Option  A 

Hynes-Exp. 

S.  Bay-No  Build 

Option  B 

Hynes-No  Exp. 

S.  Bay-450K 

Option  C 
Hynes-Exp. 
S.  Bay-450K 

Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

New  Exhibition  Space 
Added  to  Market  (Sq.  Ft. 
Net  of  Support  Space) 

0 

200,000 

450,000 

650,000 

650,000 

Total  Space  in  Market 

193.000 

393,000 

643,000 

843,000 

843,000 

Conventions/Trade  Shows 
Occupancy  (1) 
Occup.  sq.  ft.  days  (2) 
Attendance  (3) 

60-65% 

42267-45,789 

320,000-350,000 

60-65% 

86,067-93,239 

520,000-560.000 

57-62% 
132,605-144,339 
720,000-780,000 

52-57% 
159,980-175,364 
840,000-920,000 

52-57% 
159,980-175,364 
840,000-920,000 

Consumer/Local  Events 

Occupancy  (1) 
Occup.  sq.  ft.  days  (2) 
Attendance  (3) 

4-6% 

2,818-4.227 

90,000-130,000 

4-6% 

5,738-8,607 

130,000-190,000 

7-12% 

17,129-27,455 

280,000-450,000 

6-10% 

17,859-30,375 

290,000-500,000 

6-10% 

17,859-30,375 

290,000-500,000 

(1)  Rounded  to  nearest  whole  percentage  point. 

(2)  Thousands. 

(3)  Rounded  to  nearest  10,000  attendees. 

No-Build  Option 

Convention/Trade  Show  Occupancy  and  Attendance 

With  neither  an  expansion  of  the  Hynes  nor  the  development  of  a  second  exhibition  facility  at 
another  site,  the  Hynes'  occupancy  is  estimated  to  stabilize  close  to  capacity,  at  60-65 
percent.  This  is  consistent  with  both  historic  performance  and  future  bookings  at  the  Hynes. 
Future  annual  convention/trade  show  attendance  was  estimated  to  be  320,000-350,000, 
based  on  the  Hynes'  historic  attendance  as  well  as  its  relationship  between  occupied  square 
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feet  of  exhibition  space  and  attendance.  Future  convention/trade  show  occupancy  and 
attendance  is  summarized  as  follows  in  a  stabilized  operating  year: 


Hynes  Convention  Center 

Convention/Trade  Show  Utilization  Estimates 

No-Build  Option 

Stabilized  Operating  Year 

Total  Available  Square  Feet  193,000 

Occupancy  60-65% 

Average  Occupied  Square  Foot  Days*  42,267-45,789 

Average  Annual  Attendance  320,000-350,000 

*  Thousands. 


Consumer  Show/Local  Event  Occupancy  and  Attendance 

Consumer  show  utilization  at  the  Hynes  is  estimated  to  stabilize  at  4-6  percent  in  future  years, 
consistent  with  the  center's  historic  performance.  This  occupancy  is  well  below  industry 
averages,  reflecting  the  Hynes'  strong  convention/trade  show  occupancy,  which  leaves  limited 
space  available  for  these  short  term  bookings.  Attendance  is  estimated  to  range  from  90,000 
to  130,000  annually,  based  on  actual  historic  attendance  levels.   Future  consumer  show 
estimates  are  outlined  below: 


Hynes  Convention  Center 

Consumer  Show/Local  Event  Utilization  Estimates 

No-Build  Option 

Stabilized  Operating  Year 

Total  Available  Square  Feet  193,000 

Occupancy  4-6% 

Average  Occupied  Square  Foot  Days*  2,818-4,227 

Average  Annual  Attendance  90,000-1 30,000 

*  Thousands. 
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Option  A  -  Expand  Hynes  Center/No-Build  at  South  Bay  Site 

Convention/Trade  Show  Occupancy  and  Attendance 

Assuming  an  additional  200,000  square  feet  of  exhibition  space  are  added  to  the  Hynes 
(providing  a  total  of  approximately  300,000  square  feet  of  contiguous  space  and  393,000 
square  feet  in  total),  there  is  no  reason  to  believe  that  this  space  would  not  be  absorbed  with 
larger  shows  and  more  simultaneous  events,  and  that  an  expanded  Hynes  Convention  Center 
could  still  achieve  60-65  percent  occupancy,  upon  stabilization.  This  occupancy  estimate  is 
based  on  our  conclusion  that  the  Hynes'  small  size  relative  to  competitive  and  comparable 
destinations  (in  terms  of  site  selection  criteria,  attractiveness,  etc.)  is  causing  Boston  to  lose  a 
large  number  of  events.   Our  analysis  of  national,  ambulatory  conventions  and  trade  shows 
indicates  that  among  the  Major  Market  Centers,  the  Hynes  currently  achieves  less  than  2.5 
percent  (approximately)  of  the  occupied  square  foot  days  which  require  60,000-500,000 
square  feet  of  exhibition  space,  but  captures  more  than  5  percent  for  shows  requiring  only 
60,000-200,000  square  feet  of  exhibition  space.  It  is  therefore  expected  that  the  Hynes  could 
achieve  a  higher  market  share  with  more  exhibition  space.   Further,  Price  Waterhouse 
estimates  that  demand  for  exhibition  space  among  Boston's  Primary  Competitors  and  the 
Major  Market  Centers  will  grow  faster  than  the  supply  (based  on  planned/under-construction 
expansions).  This  will  also  contribute  to  increased  convention  and  trade  show  demand  at  the 
Hynes.  Estimated  convention/trade  show  utilization,  assuming  the  Hynes  expansion  takes 
place,  is  shown  below: 


Hynes  Convention  Center 

Convention/Trade  Show  Utilization  Estimates 

Option  A  -  Expand  Hynes/No-Build  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  393,000 

Occupancy  60-65% 

Average  Occupied  Square  Foot  Days*  86,067-93,239 

Average  Annual  Attendance  520,000-560,000 

*  Thousands. 
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Consumer  Show/Local  Event  Occupancy  and  Attendance 

Occupancy  for  consumer  shows  and  local  events  is  expected  to  remain  constrained  due  to  . 
strong  convention/trade  show  utilization,  as  was  estimated  for  the  No-Build  Option.  Estimated 
utilization  for  consumer  shows  is  shown  below: 


Hynes  Convention  Center 

Consumer  Show/Local  Event  Utilization  Estimates 

Option  A  -  Expand  Hynes/No-Build  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  393,000 

Occupancy  4-6% 

Average  Occupied  Square  Foot  Days*  5,738-8,607 

Average  Annual  Attendance  1 30,000-1 90,000 

*  Thousands 


Option  B  -  Development  of  Facility  with  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

Convention/Trade  Show  Occupancy  and  Attendance 

It  is  estimated  that  a  450,000  square  foot  exhibition  facility  (net  of  support  space)  located  on 
the  South  Bay  site  could  achieve  convention/trade  show  occupancies  of  55-60  percent, 
assuming  no  expansion  at  the  Hynes  Center  takes  place.  This  strong  occupancy  is 
supported  by  the  following: 

•  Boston  has  the  resources  to  be  one  of  the  nation's  largest  convention/trade  show 
destinations;  however,  it  is  constrained  by  its  small  exhibition  space  supply  and  cannot 
compete  for  shows  which  require  more  than  111,000  square  feet  of  contiguous  space. 

•  For  convention  centers  which  are  in  markets  comparable  to  Boston  in  terms  of  size 
and  community  resources  (e.g.  Anaheim,  New  Orleans,  Atlanta),  conventions  and 
trade  shows  which  utilize  200,000-450,000  square  feet  of  exhibition  space  often 
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comprise  30-40  percent  of  their  occupancy.  With  a  larger  facility,  Boston  should  also 
be  able  to  achieve  these  levels. 

•  In  recent  years,  almost  half  of  the  Hynes'  convention/trade  show  occupancy  consisted 

of  shows  which  utilized  the  entire  center.  Based  on  information  from  Hynes 
management,  most  of  these  groups  are  understandably  averse  to  splitting  their  trade 
shows  on  two  levels.  User  surveys  indicated  that  groups  would  not  consider  location 
of  a  venue  outside  of  Boston's  core  of  activity  to  be  a  problem  (as  long  as 
transportation  is  adequate).  It  is  therefore  likely  that  most  of  these  larger  shows  would 
move  to  the  new  center. 

Although  the  Hynes  would  lose  some  of  its  largest  shows  with  the  development  of  a  larger 
center  at  the  South  Bay  site,  the  Hynes  is  expected  to  replace  this  lost  business  with  smaller 
shows,  effectively  segmenting  the  market  by  size  of  show.   It  is  therefore  estimated  that  the 
Hynes  would  continue  operating  at  near  capacity.  With  this  option,  the  two  facilities  will 
achieve  a  4.2-4.6  percent  market  share  among  the  Major  Market  Centers.   Combined 
utilization  for  these  facilities  is  outlined  below. 


Hynes  Convention  Center  and  South  Bay  Facility 

Convention/Trade  Show  Utilization  Estimates 

Option  B  •  No  Hynes  Expansion/ 

Development  of  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  643,000 

Occupancy  57-62% 

Average  Occupied  Square  Foot  Days*  132,605-144,339 

Average  Annual  Attendance  720,000-780,000 

*  Thousands. 


Consumer  Show/Local  Event  Occupancy  and  Attendance 

Consumer  show  occupancy  at  the  proposed  South  Bay  exhibition  facility  is  expected  to 
approximate  10-15  percent  upon  stabilization,  which  is  in  line  with  centers  of  similar  size.  This 
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occupancy  will  be  greater  than  the  Hynes'  occupancy  for  these  events  because  the  proposed 
South  Bay  development  will  be  the  largest  floor  in  the  city,  is  estimated  to  have  lower 
convention  and  trade  show  occupancy  (and  therefore  greater  date  availability),  and  is 
expected  to  have  a  large  supply  of  off-site  parking  spaces  and  be  linked  to  public  transit 
facilities.  However,  growth  in  overall  consumer  show  market  demand  is  expected  to  be 
sufficient  to  allow  for  this  occupancy  in  the  new  facility  without  any  adverse  effect  on  the 
current  occupancy  of  major  consumer  show  venues  (i.e.  Bayside  Expo  Center  and  the  World 
Trade  Center).  The  Hynes'  consumer  show  occupancy  is  expected  to  decrease  to  between 
1-4  percent  with  this  option.  Utilization  estimates  are  outlined  below  for  the  proposed  South 
Bay  site  and  the  Hynes  (without  expansion): 


Hynes  Convention  Center  and  South  Bay  Facility 

Consumer  Show  Utilization  Estimates 

Option  B  •  No  Hynes  Expansion/ 

Development  of  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  643,000 

Occupancy  7-12% 

Average  Occupied  Square  Foot  Days*  17,129-27,455 

Average  Annual  Attendance  280,000-450,000 

*  Thousands. 


Option  C  -  Expansion  of  the  Hynes  and  Development  of  450,000  Square  Feet  of  Exhibition  Space  at 
South  Bay  Site 

Convention/Trade  Show  Occupancy  and  Attendance 

This  option  assumes  both  the  development  of  450,000  square  feet  of  exhibition  space  (net  of 
support  space)  at  the  South  Bay  site  and  expansion  of  200,000  square  feet  at  the  Hynes.   It  is 
estimated  that  under  this  scenario,  the  Hynes  would  continue  to  achieve  60-65  percent 
convention/trade  show  occupancy,  while  the  proposed  development  at  the  South  Bay  site 
would  have  a  lower  convention/trade  show  occupancy  than  without  the  Hynes'  expansion, 
stabilizing  at  45-50  percent.  The  Hynes  is  expected  to  achieve  the  stronger  occupancy 


-  37  - 


because  of  its  proximity  to  hotel  rooms,  attractions,  restaurants,  and  shopping,  while  the 
South  Bay  site  is  expected  to  accommodate  overflow  demand  and  primarily  trade  shows 
requiring  more  than  300,000  square  feet  of  contiguous  exhibition  space.  It  is  estimated  that 
with  this  option,  the  two  centers  would  capture  5.0-5.5  percent  of  the  total  convention/trade 
show  demand  among  the  Major  Market  Centers.  Utilization  estimates  for  the  combined 
facilities  are  summarized  below. 


Hynes  Convention  Center  and  Proposed  South  Bay  Facility 

Convention/Trade  Show  Utilization  Estimates 

Option  C  -  Expansion  of  the  Hynes  and 

Development  of  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  843,000 

Occupancy  52-57% 

Average  Occupied  Square  Foot  Days*  159,980-175,364 

Average  Annual  Attendance  840,000-920,000 

*  Thousands. 


Consumer  Show/Local  Event  Occupancy  and  Attendance 

Consumer  show  performance  is  not  expected  to  be  significantly  different  from  the  estimates 
provided  in  Option  B,  as  shown  below: 


Hynes  Convention  Center  and  Proposed  South  Bay  Facility 

Consumer  Show  Utilization  Estimates 

Option  C  •  Expansion  of  the  Hynes  and 

Development  of  450,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

Stabilized  Operating  Year 

Total  Available  Square  Feet  843,000 

Occupancy  6-10% 

Average  Occupied  Square  Foot  Days*  17,859-30,375 

Average  Annual  Attendance  290,000-500,000 

*  Thousands. 
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Option  D  •  No  Hynes  Expansion/Build  650,000  Square  Feet  of  Exhibition  Space  at  South  Bay  Site 

This  option  assumes  the  development  of  a  650,000  square  foot  exhibition  facility  at  the  South 
Bay  site  (net  of  support  space)  and  no  expansion  of  the  Hynes.  The  total  supply  of  available 
exhibition  space  with  this  option  is  843,000  square  feet,  which  is  the  same  as  Option  C.  It 
was  estimated  that  under  this  option,  occupancy  and  attendance  will  be  the  same  as  for 
Option  C. 


-  39  - 


~ 


r 


r 


X.       ESTIMATED  OPERATING  REVENUES  AND  EXPENSES 

Operating  revenues  and  expenses  were  estimated  for  each  of  the  four  alternative  building 
programs  and  the  No-Build  Option  outlined  in  Section  IX.  Operating  performance  estimates 
are  presented  in  a  stabilized  year  of  operations,  in  1993  dollars.   Estimates  exclude  operation 
of  the  garage  located  adjacent  to  the  Hynes.  Annual  operating  revenues  and  expenses  are 
based  on  the  following: 

•  Occupancy  and  attendance  estimates  outlined  in  Section  IX  of  this  report  (mid-points  of 
estimated  ranges  were  assumed  for  purposes  of  financial  analysis); 

•  Building  programs  outlined  on  Appendix  A; 

•  Historical  financial  data  from  management  of  the  Hynes  Convention  Center; 

•  Operating  information  from  other  similar  facilities;  and 

•  Information  from  MCCA  management,  industry  representatives  and  other  officials. 


-  40 


Estimates  for  each  option  are  shown  below: 


Estimated  Operating  Revenues  and  Operating  Expenses 

for  Alternative  Development  Options 

(In  Thousands  of  Dollars  Rounded  to  Nearest  $10,000) 

(All  Options  Include  Existing  Hynes  Operations) 

Fiscal  Year 
1993  Hynes 
(Actual)  (1) 

No-Build 
Option     S 

Option  A 
Hynes-Exp. 
Bav-No-Build 

Option  B 

Hynes-No  Exp. 

S.  Bav-450K 

Option  C 
Hynes-Exp. 
S.  Bav-450K 

Option  D 

Hynes-No  Exp. 

S.  Bav-650K 

Square  Footage 

Exhibition  Space 

Gross  Building  Area  Space 

193,000 
864,000 

193,000 
864,000 

393,000 
1 ,474,000 

643,000 
1 ,964,000 

843,000 
2,574,000 

843,000 
2,364,000 

Occupancy* 

Convention/Trade  Show 
Consumer  Show 

58.0% 
5.0% 

62.5% 
5.0% 

62.5% 
5.0% 

59.0% 
9.5% 

54.5% 
8.0% 

54.5% 
8.0% 

Attendance* 

Convention/Trade  Show 
Consumer  Show 

280,573 
144,200 

340,000 
110,000 

540,000 
160,000 

750,000 
370,000 

880,000 
400,000 

880,000 
400,000 

Operating  Revenue 

Rent 

Event  Services 

Food  &  Beverage 

Other 

Total  Operating  Revenue 

$  2,630 

3,710 

890 

130 

7,360 

$  2,540 

3,920 

1,060 

150 

7,670 

$  5,160 

7,990 

1,670 

300 

15,120 

$  7,830 

13,260 

2,400 

480 

23,970 

$  9,360 

15,870 

2,790 

570 

28,590 

$   9,360 

15,870 

2,790 

570 

28,590 

Operating  Expenses 

Salaries,  Wages,  Benefits 

Contracted  Services 

Utilities 

Supplies  &  Repairs 

Insurance 

Other 

Total  Operating  Expenses 

3,740 
4,680 
1,890 
590 
520 
2,010 

13,430 

4,000 
4,870 
2,020 
610 
550 
1.950 

14,000 

4,280 
9,070 
3,320 
1,030 
780 
2.190 

20,670 

5,630 
13,610 
4,600 
1,370 
1,190 
2,610 

29,010 

5,910 
16,950 
5,840 
1,800 
1,350 
2,610 

34,460 

5,910 
16,320 
5,450 
1,650 
1.340 
2,610 

33,280 

Operating  Loss 

$  (6,070) 

$  (6,330) 

$  (5,550) 

$J5,_040) 

$J5,870) 

$  (4,690) 

*     Assumes  mid-points  of  ranges  estimated  in  Section  IX. 

(1)  Adjusted  to  exclude  garage  operations  and  annualized  11 -month  data. 

An  explanation  of  how  each  line  item  was  calculated  is  outlined  in  this  section. 
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Operating  Revenues 

Rental  Revenue 

Rental  revenue  is  generated  from  exhibition  halls,  meeting  rooms,  and  ballrooms  for 
conventions,  trade  shows,  meetings,  community  events  and  other  activities.  The  primary 
variables  used  to  estimate  rental  revenue  were: 

•  Effective  rental  rates  (rent  revenue  per  occupied  square  foot  day  of  gross  exhibition 
space  for  conventions/trade  shows  and  consumer  shows);  and 

•  "Other"  rental  revenue  (generated  from  non-exhibition-related  events)  as  a  percentage 
of  total  rent  revenue. 

Historic  effective  rental  rates  at  the  Hynes  have  averaged  approximately  $.05  per  occupied 
square  foot  day  for  both  conventions/trade  shows  and  consumer  shows.  These  rates  are 
higher  than  average  for  Major  Market  Centers,  which  approximated  $.04  in  both  categories  in 
1993.  The  Hynes'  above  average  performance  may  be  attributed  to  Boston's  high  cost  of 
doing  business  relative  to  other  cities,  and  the  city's  limited  supply  of  exhibition  space  (which 
drives  rental  rates  higher  due  to  lack  of  availability). 

It  was  assumed  that  with  the  No-Build  and  Expand  Hynes/No-Build-South  Bay  (Option  A) 
alternatives,  the  Hynes  will  continue  to  achieve  effective  rental  rates  of  $.05  per  occupied 
square  foot  day  for  both  conventions/trade  shows  and  consumer  shows.   However,  for  the 
options  which  include  developments  in  South  Bay,  effective  rental  rates  were  estimated  to 
decrease  to  $.045  per  occupied  square  foot  day  for  conventions/trade  shows,  caused  by  the 
significant  increase  in  supply  of  space.   Consumer  show  effective  rental  rates  were  assumed 
to  remain  unchanged  from  historic  rates  of  $.05  per  occupied  square  foot  day. 

"Other"  rental  revenue  has  historically  approximated  6.2  percent  of  total  rent  revenue  at  the 
Hynes.   It  was  estimated  that  "other"  rental  revenue  will  continue  to  approximate  this 
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percentage  for  each  alternative  option  since  the  ratio  of  meeting/ballroom  space  to  exhibition 
space  for  each  option  is  expected  to  remain  consistent  with  the  Hynes'  current  ratio. 

Assumptions  used  in  calculating  rental  revenue  estimates  are  summarized  below: 


Rental  Revenue  Assumptions 

No-Build 
Option 

Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

Option  B 

Hynes-No  Exp. 

S.  Bay-450K 

Option  C 
Hynes-Exp. 
S.  Bav-450K 

Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

Exhibition  Space  (Sq.  Ft.) 

193,000 

393,000 

643,000 

843,000 

843,000 

Occupancy  (1) 
Conv./Trade  Shows 
Consumer  Shows 

62.5% 
5.0% 

62.5% 
5.0% 

59.0% 
9.5% 

54.5% 
8.0% 

54.5% 
8.0% 

Effective  Rental  Rates 
Conv./Trade  Shows 
Consumer  Shows 

$.05 
$.05 

$.05 
$.05 

$.045 
$.05 

$.045 

$.05 

$.045 

$.05 

Other  Rental  Revenue  (As 
a  Percentage  of  Total) 

6.2%  for  Each  Option  - 

(1)  Assumes  mid-points  of 

ranges  estimated 

in  Section  IX. 

Rental  revenue  is  estimated  as  follows: 


Conventions/Trade  Shows 
Consumer  Shows 
Other 

Total 


Rental  Revenue  Estimates 
(In  Thousands  of  Dollars,  Rounded  to  Nearest  $10,000) 


No-Build 
Option 

$2,200 
180 
160 


Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

$4,480 
360 
320 


Option  B 

Hynes-No  Exp. 

S.  Bay-450K 

$6,230 

1,110 

490 


Option  C 
Hynes-Exp. 
S.  Bay-450K 

$7,550 

1,230 

580 


Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

$7,550 

1,230 

580 
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Event  Services 

Event  services  revenues  are  generated  primarily  by  exhibition  events.  The  primary  sub- 
departments  included  in  this  category  are: 


Electricity 

Phone 

Security 

Cleaning 

Equipment 

Air 


Since  event  services  revenue  is  dependent  on  level  of  exhibition  activity,  event  services 
revenue  was  calculated  in  relation  to  occupied  square  feet  of  exhibition  space.  Historically, 
event  service  revenue  per  occupied  square  foot  day  at  the  Hynes  has  approximated  $.0825. 
This  revenue  factor  was  applied  to  future  estimates  of  occupied  square  foot  days  for  each 
alternative  option.  Event  services  revenue  estimates,  along  with  assumptions  used  to  make 
these  estimates,  are  outlined  below: 


Event  Services  Revenue  Assumptions  and  Estimates 

Square  Feet  of  Exhibition 
Space 

No-Build 
Option 

Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

393,000 

Option  B 

Hynes-No  Exp. 

S.  Bav-450K 

643,000 

Option  C 
Hynes-Exp. 
S.  Bay-450K 

843,000 

Option  D 

Hynes-No  Exp. 

S.  Bav-650K 

843,000 

193,000 

Total  Occupancy  (1) 

67.5% 

67.5% 

68.5% 

62.5% 

62.5% 

Event  Service  Revenue 
per  Occupied  Square  Foot 
Day 

$.0825  for  Each  Option  • 

Estimated  Event  Service 
Revenue  (2) 

$3,920 

$7,990 

$13,260 

$15,870 

$15,870 

(1)  Assumes  mid-points  of  ranges  estimated  in 

(2)  In  thousands,  rounded  to  nearest  $10,000. 

Section  IX. 
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Food  and  Beverage  Revenue 

ARA  Services  has  an  exclusive  contract  with  Hynes  Convention  Center  to  provide  concession 
and  catering  services.  Based  on  information  provided  by  ARA  Services,  we  have  estimated 
that  food  and  beverage  sales  per  attendee  (in  1 993  dollars)  have  approximated  $1 0.50  per 
convention/trade  show  attendee  and  $1.75  per  consumer  show  attendee,  while  food  and 
beverage  revenue  from  non-exhibition  related  events  has  approximated  20  percent  of  total 
food  and  beverage  revenue.  It  is  reasonable  to  assume  that  these  sales  per  attendee  and 
revenue  levels  will  not  change  with  the  alternative  options.  Food  and  beverage  commissions 
received  by  the  Hynes  are  calculated  as  a  percentage  of  gross  sales  and  vary  depending  on 
type  of  food/service  provided.  The  Hynes  has  historically  received  commissions  from  ARA 
Services  which  average  approximately  22-23  percent  of  total  gross  food  and  beverage 
revenue.  Future  commissions  are  assumed  to  continue  to  approximate  22.5  percent  of  total 
food  and  beverage  revenue,  assuming  the  agreement  between  MCCA  and  ARA  Services 
does  not  change.  Estimated  future  food  and  beverage  commissions  to  be  received  by  the 
convention  facilities  for  each  option,  along  with  the  assumptions  used  in  calculating  these 
commissions,  are  outlined  below: 


Food  and  Beverage  Revenue  Assumptions  and  Estimated  Commissions 

Option  A  Option  B  Option  C  Option  D 

No-Build  Hynes-Exp.  Hynes-No  Exp.        Hynes-Exp.       Hynes-No  Exp. 

Option  S.  Bay-No-Build         S.  Bay-450K         S.  Bay-450K         S.  Bay-650K 

Attendance  (1) 
Conv./Trade  Shows  340,000  540,000  750,000  880,000  880,000 

Consumer  Shows  110,000  160,000  370,000  400,000  400,000 

Food  and  Beverage  Sales  per 

Attendee 

Conv ./Trade  Shows  $10.50  for  Each  Option 

Consumer  Shows  $1 .75  for  Each  Option 


Other  Non-Exhibition-Related  20%  for  Each  Option 

Food  and  Beverage  Revenue  (As 
a  Percentage  of  Total) 

Percent  Commissions  Received         22.5%  for  Each  Option 

by  Convention  Facilities 

Food  and  Beverage  $1 ,060  $1 ,670  $2,400  $2,790  $2,790 

Commissions  (In  Thousands)  (2) 

(1)  Assumes  mid-points  of  ranges  estimated  in  Section  IX. 

(2)  Rounded  to  nearest  $1 0,000. 
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Other  Operating  Revenue 

Other  operating  revenue  has  approximated  two  percent  of  total  operating  revenue  in  recent 
years.  Other  operating  revenue  consists  primarily  of  utility  charges  received  from  ARA 
Services,  insurance  compensation  and  other  minor  operating  revenues.  Interest  income  was 
not  included  in  this  analysis  since  it  is  not  an  "operating"  revenue  source.  It  is  reasonable  to 
assume  that  other  operating  revenue  will  continue  to  approximate  two  percent  of  total 
operating  revenue  in  future  years  for  each  of  the  alternative  options.  Based  on  this 
assumption,  other  operating  revenue  estimates  are  shown  below: 


Estimated  Other  Operating  Revenue 
(In  Thousands,  Rounded  to  Nearest  $10,000) 

Option  A                   Option  B                  Option  C  Option  D 

No-Build                 Hynes-Exp.             Hynes-No  Exp.  Hynes-Exp.  Hynes-No  Exp. 

Option                S.  Bay-No-Build            S.  Bay-450K  S.Bay-450K  S.  Bay-650K 

Other  Operating  Revenue                  $1 50                         $300                         $480                        $570  $570 


Operating  Expenses 

Salaries,  Wages  and  Benefits 

Salaries,  Wages  and  Benefits  expenses  were  estimated  based  on  historic  levels  and  on  input 
from  MCCA.  Salaries,  wages  and  benefits  expenses  for  the  Hynes  are  lower  than  levels  at 
most  other  facilities  of  similar  size,  since  the  Hynes  employs  outside  contractors  for  cleaning 
and  security  for  building  common  areas,  areas  occupied  by  management  and  tenant- 
occupied  areas.  These  expenses  are  included  in  the  "contracted  services"  line  item  for  the 
Hynes.   Expenses  for  salaries,  wages  and  benefits  are  estimated  as  follows  for  each  option: 
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Salaries,  Wages  and  Benefits 


Estimated  Salaries,  Wages  and  Benefits 
(In  Thousands,  Rounded  to  Nearest  $10,000) 


No-Build 
Option 

$4,000 


Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

$4,280 


Option  B 

Hynes-No  Exp. 

S.  Bav-450K 

$5,630 


Option  C 
Hynes-Exp. 
S.  Bav-450K 

$5,910 


Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

$5,910 


Contracted  Services 

Contracted  services  include  two  components:  event-related  services  and  permanent  services. 
Event-related  services,  such  as  show  security,  housemen  (for  set-up  and  cleaning),  drainage 
and  rubbish  removal,  were  calculated  based  on  a  cost  per  occupied  square  foot  day  of 
exhibition  space.  Permanent  services,  such  as  building  security,  building  cleaning,  and 
maintenance  contracts  were  estimated  based  on  cost  per  gross  square  foot  of  building  area. 
These  cost  factors  were  derived  from  historic  averages  at  the  Hynes.  Assumptions  and 
estimated  costs  for  contracted  service  expenses  are  outlined  below: 


Square  Footage 
Exhibition  Space 
Gross  Building  Area 

Total  Occupancy 

Event-Related  Costs 

Permanent  Services  Costs 


No-Build 
Option 


193,000 
864,000 

67.5% 


Contracted  Services  Assumptions 


Option  A 

Hynes-Exp. 

S.  Bav-No-Build 


393,000 
1 ,474,000 


Option  B 

Hynes-No  Exp. 

S.  Bay-450K 


643,000 
1,964,000 


Option  C 
Hynes-Exp. 
S.  Bay-450K 


843,000 
2,574,000 


67.5%  68.5%  62.5% 

$.048  per  Occupied  Square  Foot  Day 

—  $3.00  per  Square  Foot  of  Gross  Building  Area 


Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

843,000 
2,364,000 

62.5% 


-  47  - 


[ 
[ 

[ 
[ 
[ 
[ 
[ 


Event-Related 
Permanent 

Total 


Contracted  Services  Estimates 
(In  thousands,  Rounded  to  Nearest  $10,000) 


No-Build 
Option 

$2,280 
2,590 

$4,870 


Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

$4,650 
4,420 


Option  B 

Hynes-No  Exp. 

S.  Bay-450K 

$  7,720 
5,890 


Option  C 
Hynes-Exp. 
S.  Bay-450K 

$  9,230 
7,720 


Option  D 

Hynes-No  Exp. 

S.  Bay-650K 

$  9,230 
7,090 


Utilities 


Utility  expenses  consist  of  electricity  costs;  costs  associated  with  Hynes  mechanical  systems 
such  as  water/sewer,  gas  and  phone;  and  fixed  costs.  Electricity  has  historically  comprised 
approximately  80  percent  of  the  center's  utility  expenses.   For  purposes  of  this  analysis,  it  was 
assumed  that  the  alternative  development  options  would  employ  electricity  as  an  energy 
source.   Electricity  costs  for  each  alternative  were  estimated  based  on  the  Hynes'  historic 
costs  per  square  foot  of  gross  building  area  which  have  approximated  $1 .85  in  recent  years.  It 
should  be  recognized  that  electricity  costs  will  vary  based  on  the  additional  HVAC  loads 
required  for  each  alternative.  Therefore,  these  preliminary  estimates  should  be  revised  once  a 
specific  alternative  is  selected  and  an  HVAC  consultant  is  hired  to  determine  specific  HVAC 
requirements.  Utility  costs  associated  with  Hynes  operations  are  affected  by  facility  usage; 
therefore,  these  future  expenses  for  each  development  option  were  estimated  based  on 
historic  cost  per  occupied  square  foot  day  at  the  Hynes,  which  approximated  $.0035  in  recent 
years.  Fixed  utility  expenses,  which  include  expenses  for  the  Washington,  DC  sales  office, 
were  assumed  to  not  change  from  past  years,  and  were  estimated  at  $50,000  annually  for 
each  option.  Telephone  costs  were  estimated  to  remain  at  approximately  $200,000  without  a 
South  Bay  facility  (reflecting  past  expenses  at  the  Hynes)  and  increase  to  $350,000  annually 
for  the  options  which  include  South  Bay  facilities.  A  summary  of  assumptions  and  estimates 
for  utility  expenses  is  shown  below: 
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Utility  Expenses  Assumpt 

ons  and  Estimates 

No-Build 
Option 

Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

Option  B 

Hynes-No  Exp. 

S.  Bav-450K 

Option  C 
Hynes-Exp. 
S.  Bav-450K 

Option  D 

Hynes-No  Exp. 

S.  Bav-650K 

Square  Footage 
Exhibition  Space 
Gross  Building  Area 

193,000 
864,000 

393,000 
1 ,474,000 

643,000 
1,964,000 

843,000 
2,574,000 

843,000 
2,364,000 

Total  Occupancy  (1) 

Electricity  Cost  per  Square 
Foot  of  Gross  Building  Area 

67.5% 

67.5% 

68.5% 

-  £1  ft^  for  Farh  Dntinn  . 

62.5% 

62.5% 

Event-Related  Costs  per 
Occupied  Square  Foot  Day 

$.0035  for  Each  Option 

Fixed  Utility  Costs 
Telephone  Costs  (2) 

$50,000  for  Each  Optior 
$350 

$200 

$200 

$350 

$350 

Estimated  Utility  Costs  (2)  (3) 

$2,020 

$3,320 

$4,600 

$5,840 

$5,450 

(1)  Assumes  mid-points  of  ranges  estimated  in 

(2)  In  thousands. 

(3)  Rounded  to  nearest  $1 0,000. 

Section  IX. 

Supplies  and  Repairs 

Supplies  and  repairs  consist  of  office  expenses,  equipment  and  supplies.  The  Hynes'  historic 
average  of  $.70  per  gross  square  foot  of  building  area  was  used  to  calculate  future  costs  for 
all  development  options,  as  shown  below: 


Supplies 

and  Repairs  Assumpt 

ons  and  Estimates 

Gross  Building  Area 
(Square  Feet) 

No-Build 
Option 

Option  A 

Hynes-Exp. 

S.  Bay-No-Build 

1,474,000 

Option  B 

Hynes-No  Exp. 

S.  Bav-450K 

1,964,000 

Option  C 
Hynes-Exp. 
S.  Bay-450K 

2,574,000 

Option  D 

Hynes-No  Exp. 

S.  Bav-650K 

2,364,000 

864,000 

Cost  per  Square  Foot 

Repairs  and  Supplies 
Expense* 

«  70 

$610 

$1 ,030 

$1 ,370 

$1,800 

$1,650 

*  In  thousands,  rounded  to  nearest  $10,000. 

- 
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Insurance 

Insurance  estimates  were  based  on  information  provided  by  the  Hynes'  insurance  company, 
Willis  Corroon.  This  line  item  includes  liability  insurance,  umbrella  insurance,  property 
insurance,  workers'  compensation  and  auto  insurance.  These  expenses  are  summarized 
below: 


Insurance  Expense  Estimates 
(In  Thousands,  Rounded  to  Nearest  $10,000) 

Option  A                   Option  B  Option  C  Option  D 

No-Build                 Hynes-Exp.            Hynes-No  Exp.  Hynes-Exp.  Hynes-No  Exp. 

Option               S.  Bay-No-Build           S.  Bay-450K  S.  Bay-450K  S.  Bay-650K 

Insurance                                          $550                         $780                        $1,190  $1,350  $1,340 


Other  Operating  Expenses 

These  expenses  consist  of  promotions  and  administrative  services.  Historically,  the  majority  of 
these  expenses  have  been  for  promotions,  which  have  increased  more  than  100  percent  from 
fiscal  year  1991  to  1993.  Although  promotional  expenses  are  expected  to  exceed  $3.5  million 
in  fiscal  year  1994,  JvlCCA  management  has  indicated  that  these  expenses  should  stabilize  at 
lower  levels  in  future  years  for  all  alternative  development  options.  Other  operating  expenses 
were  estimated  as  follows: 


Other  Operating  Expenses 
(In  Thousands,  Rounded  to  Nearest  $10,000) 

Option  A                    Option  B  Option  C  Option  D 

No-Build                 Hynes-Exp.             Hynes-No  Exp.  Hynes-Exp  Hynes-No  Exp 

Option               S.  Bay-No-Build           S.  Bay-450K  S.  Bay-450K  S.  Bay-650K 

Other  Operating  Expenses               $1,950                      $2,190                      $2,610  $2,610  $2,610 
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XI.  ECONOMIC  AND  FISCAL  IMPACTS  ANALYSIS 

This  section  presents  estimates  of  the  primary  economic  and  fiscal  impacts  generated  for  the 
Commonwealth  of  Massachusetts  for  each  of  the  alternative  development/expansion  options. 
Economic  impacts  result  from  the  "export"  of  goods  and  services  from  and  the  "import"  of  new 
spending  into  an  economy.  Economic  impacts  or  benefits  are  traditionally  expressed  in  terms 
of  increases  in  sales  volume,  employment  and  resident  income.  Fiscal  impacts  or  benefits 
refer  to  new  tax  revenues  resulting  from  economic  impacts. 

Economic  Impacts 

Economic  impacts  from  operations  of  a  convention  facility  are  defined  as  total  expenditures 
generated  from  non-resident  visitors  ("direct  spending")  and  the  indirect  benefits  which  result 
as  these  dollars  are  re-spent  within  the  state.  These  indirect  benefits  which  result  from 
subsequent  rounds  of  spending  are  often  referred  to  as  the  "multiplier"  effect.  All  out-of-state 
convention/trade  show  attendees  are  considered  to  generate  economic  impact  for  the 
Commonwealth.   Massachusetts  residents  attending  conventions  in  Boston  are  also 
considered  to  generate  spending  benefits  for  the  Commonwealth  if  they  would  have  attended 
the  event  out  of  state  if  the  event  were  not  held  in  Boston. 

The  multiplier  effect  is  directly  related  to  a  region's  geographic  size,  population  and  diversity  of 
its  industrial  and  commercial  base.  A  larger  population  is  generally  able  to  support  a  more 
diverse  economic  base,  and  more  products  are  likely  to  be  manufactured  and  purchased 
locally  rather  than  imported.  Therefore,  money  injected  into  the  economy  is  re-spent  more 
often,  causing  greater  changes  in  local  business  volume. 
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Economic  impacts  from  convention  center  operations  result  primarily  from  spending  by. 
"ovemight"  visitors  of  conventions  and  trade  shows.  In  addition,  visitors  who  fly  or  drive  in  for 
the  day  and  do  not  require  hotel  rooms  ("day  trippers")  also  generate  economic  impact,  albeit 
to  a  lesser  degree.  Many  of  these  day  trippers  are  likely  to  be  from  neighboring  states 
(Rhode  Island,  New  Hampshire,  Connecticut)  and  other  parts  of  Massachusetts.  Some  local 
day  trippers  who  would  not  attend  a  show  unless  it  were  in  Boston  do  not  generate  economic 
impact  because  they  would  be  likely  to  spend  the  money  on  something  else,  which  is  referred 
to  as  "displaced"  spending.  Consumer  and  public  shows  are  not  considered  to  generate 
significant  economic  activity  because  the  majority  of  attendees  are  local  visitors,  and  without 
these  shows,  this  spending  would  take  place  elsewhere  within  the  economy. 

The  cumulative  effect  of  "new  money"  injected  into  an  economy  can  be  measured  in  terms  of 
three  distinct  impacts:  Sales  Volume,  Employment  and  Resident  Income. 

Sales  Volume 

Changes  in  sales  volume  represent  the  increases  in  a  region's  local  aggregate  economic 
activity  resulting  from  new  dollars  "imported"  into  an  economy.  In  other  words,  it  is  the  total 
dollar  flow  of  the  major  economic  sectors  (wholesale,  retail,  manufacturing  and  service)  and  is 
generally  equivalent  to  the  gross  product  of  a  given  area. 

Employment 

Because  of  the  changes  in  sales  volume,  local  enterprises,  depending  on  their  excess 
capacity,  may  need  to  hire  additional  employees.  Employment  impact,  therefore,  represents 
the  number  of  employees  hired  as  a  result  of  total  changes  in  sales  volume. 

Resident  Income 

Resident  income  represents  changes  in  state  resident  earnings  resulting  from  increased 
employment  and  spending  due  to  the  import  of  new  dollars  into  an  economy. 
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There  are  two  fundamental  limitations  of  input-output  models: 

•  It  is  assumed  that  without  the  proposed  development  or  expansion,  incremental 
business  activity  generated  from  events  utilizing  a  new  or  expanded  facility  would  take 
place  outside  of  the  state.  It  is  reasonable  to  make  this  assumption  for  the  proposed 
development  options,  since  Massachusetts  has  a  limited  supply  of  exhibition  space. 

•  It  is  assumed  that  excess  capacity  in  business  employment  does  not  exist.  In  other 
words,  if  area  enterprises  employ  sufficient  staff  to  accommodate  a  larger  volume  of 
sales,  it  is  unlikely  that  a  higher  level  of  sales  will  cause  additional  employment.  The 
model  used  to  compute  multipliers  assumes  all  sales  volume  requires  additional 
employment. 

Assumptions  Used  for  Computing  Convention/Trade  Show  Expenditures  for  the  Alternative  Options 

Assumptions  used  in  estimating  "direct"  spending  from  overnight  attendees  and  "day  trippers" 
were  based  on  surveys  of  the  delegates  of  four  shows  which  were  held  during  the 
engagement  period  (April-May).  Assumptions  are  outlined  below: 

•  Approximately  70-75  percent  of  all  convention/trade  show  attendees  are  estimated  to 
stay  overnight.  The  other  25-30  percent  are  day  trippers. 

•  Approximately  30-35  percent  of  all  attendees  are  from  Massachusetts;  approximately 
50  percent  of  Massachusetts  attendees  responding  to  the  survey  replied  that  they 
would  have  attended  the  convention  in  another  state  if  it  were  not  held  in 
Massachusetts.  These  attendees  were  assumed  to  create  economic  impact  for  the 
state,  since  this  spending  would  be  lost  to  another  state  if  the  event  were  not  held  in 
Boston. 
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The  average  overnight  attendee  expenditure  is  estimated  to  be  $280  per  night.  This 
figure  reflects  the  following  : 

-  The  small  percentage  of  attendees  who  do  not  use  hotel  rooms  (stay  with 
family  or  friends), 

-  Those  sharing  a  hotel  room  with  other  delegates  (which  decreases  the  average 
spending  figures. 

-  Pre-  and  post-convention  spending  (which  includes  spending  incurred  during 
additional  time  spent  in  Boston  or  other  parts  of  Massachusetts). 

-  Note:  Since  the  shows  surveyed  were  held  in  Boston  during  the  peak  hotel 
season,  spending  figures  were  adjusted  down  to  reflect  the  spending  patterns 
of  a  delegate  to  a  "typical"  show  in  Boston. 

Overnight  attendees  were  assumed  to  spend  4.1  nights  in  Boston,  based  on  the 
IACVB  delegate  spending  survey  (since  the  four  shows  surveyed  are  not  sufficient  to 
estimate  average  length  of  stay  for  all  shows).  Therefore,  average  spending  per  trip 
for  overnight  attendees  was  $1,148. 

The  average  day  tripper  expenditure  was  $123  per  attendee,  with  an  average  stay  in 
Boston  of  3-4  days  (which  means  they  spent  approximately  $30-40  per  day). 

The  average  expenditure  for  associations  and  exhibitors  per  attendee  was  estimated  to 
be  approximately  $195  ($47.50  per  attendee  day). 

Spending  figures  were  adjusted  to  exclude  from  survey  responses  taxes  paid  by 
survey  participants. 
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Based  on  this  information,  total  delegate  expenditures  for  each  of  the  alternative  scenarios  is 
estimated  as  follows  (in  a  stabilized  operating  year): 


Attendance  Breakdown  and  Direct  Expenditures  from  Conventions/Trade  Shows 

for  Commonwealth  of  Massachusetts 
(All  Options  Include  Existing  Hynes  Operations) 

Option  A  Option  B  Option  C  Option  D 

No-Build  Hynes-Exp.  Hynes-No  Exp.        Hynes-Exp.        Hynes-No  Exp. 

Attendance  Option  S.  Bay-No-Build         S.  Bay-450K         S.  Bay-450K         S.  Bay-650K 


Overnight  221,000  351,000  487,500  572,000  572,000 

Day  Trippers  63,750  101,250  140,625  165,000  165,000 

In  State-No  Impact*  55,250  87,750  121,875  143,000  143,000 

Total  Attendance  340,000  540,000  750,000  880,000  880,000 

Total  Direct  Spending  (in  Millions)  $309.2  $493.7                   $686.9  $806.6  $806.6 

*  Spending  for  those  in-state  attendees  was  excluded  because  it  did  not  contribute  to  the  Commonwealth's  economic 
impact. 


Estimated  Economic  Impact 

The  direct  expenditures  shown  above  cause  a  "ripple"  or  "spin-off"  effect,  generating  additional 
economic  activity  to  numerous  industries  throughout  the  State.  Using  economic  multipliers 
supplied  by  the  federal  government's  Bureau  of  Economic  Analysis  and  state  universities,  the 
total  economic  impact  (which  includes  the  "ripple"  or  "spin-off"  effect  from  direct  expenditures 
resulting  from  the  alternative  expansion  options)  was  quantified.  Multipliers  were  developed 
for  each  of  the  primary  industries  affected  by  convention  delegates.  The  input-output 
multipliers  are  shown  as  follows: 
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Commonwealth  of  Massachusetts 

Industry  Multipliers 

Employment 

Industry  Classification 

Total  Output 
2.37 

Income 
0.92 

(Per  Million) 
45.2 

Hotel 

Restaurant 

2.31 

0.84 

48.4 

Entertainment 

2.19 

0.82 

35.1 

Local  Transportation 

2.36 

1.03 

37.2 

Wholesale  and  Retail 

2.32 

0.97 

42.2 

Transportation 

2.33 

0.97 

34.6 

Manufacturing 

2.40 

0.87 

34.4 

Other 

2.40 

0.95 

37.2 

Source:   Bureau  of  Economic  Analysis. 

Estimates  of  the  Commonwealth's  economic  impact  resulting  from  each  alternative  expansion 
option  and  no  build  option  is  shown  below.  These  estimates  assume  a  stabilized  operating 
year  and  are  represented  in  1993  dollars. 


Commonwealth  of  Massachusetts 

Economic  Impact  from  Alternative  Expansion  Options 

In  Stabilized  Operating  Year 

(All  Options  Include  Existing  Hynes  Operations) 

(1993  Dollars  Rounded  to  Nearest  $100,000) 

No-Build 
Option 

Option  A 

Hynes-Exp. 

S.  Bav-No-Build 

Option  B 

Hynes-No.Exp. 

S.  Bay-450K 

Option  C 

Hynes-Exp. 

S.  Bay-450K 

Option  D 

Hynes-No  Exp. 

S.  Bav-650K 

Direct  Spending  (1) 
Total  Output  (1) 
Earnings  (1) 

$309.2 
$731 .2 
$281 .8 

$493.7 

$1,167.6 

$450.1 

$686.9 

$1 ,624.4 

$626.2 

$806.6 

$1,907.6 

$735.3 

$806.6 

$1,907.6 

$735.3 

Number  of  Jobs  (2) 
Total  New  Jobs  (3) 

13,000 
N/A 

20,700 
7,700 

28.800 
15,800 

33,800 
20,800 

33,800 
20,800 

(1)  In  millions  of  dollars. 

(2)  Person  years  of  employment,  rounded  to  nearest  100. 

(3)  Excludes  Hynes  Convention  Center  operations. 

Fiscal  Impacts 

The  Commonwealth  of  Massachusetts  will  benefit  from  incremental  overnight  visitor  and  day 
tripper  expenditures  in  the  form  of  tax  revenues.   Fiscal  benefits  were  computed  for  the 
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Commonwealth's  four  primary  sources  of  tax  revenue  affected  by  delegate  spending:  personal 
income  tax,  room  occupancy  tax,  sales  tax,  and  meals  tax.  Other  sources  of  revenues  which 
were  not  quantified  but  which  will  contribute  to  increased  fiscal  impacts  include  taxes  on 
motor  fuels,  cigarettes,  insurance,  alcoholic  beverages  and  corporations. 

Income  Tax 

Personal  income  in  the  Commonwealth  of  Massachusetts  is  subject  to  a  state  income  tax. 
Income  tax  revenues  were  based  on  an  effective  tax  rate  of  5.75  percent  of  the  estimated 
change  in  resident  income.  This  effective  rate  was  determined  through  an  analysis  of 
historical  state  salary/wage  levels  and  income  tax  receipts. 

Room  Occupancy  Tax 

The  Commonwealth  of  Massachusetts  imposes  a  5.7  percent  tax  on  the  rental  of  rooms  for 
lodging  accommodations.  Each  city  and  town  in  Massachusetts  may  levy  a  room  occupancy 
excise  tax  of  up  to  4  percent  in  addition  to  the  basic  rate  of  5.7  percent.  The  City  of  Boston 
imposes  4  percent  on  top  of  the  5.7  percent  state  tax.  For  purposes  of  this  analysis,  we  have 
only  captured  fiscal  impacts  from  the  state-imposed  tax,  since  the  purpose  of  this  study  is  to 
measure  fiscal  impacts  generated  for  the  Commonwealth.  Accordingly,  room  occupancy  tax 
revenues  were  calculated  as  5.7  percent  of  direct  hotel  expenditures  and  an  effective  rate  of 
.04  percent  of  total  indirect  expenditures.  The  effective  rate  was  determined  through  an 
analysis  of  historical  state  room  occupancy  tax  revenues  relative  to  the  gross  state  product. 

Sales  Tax 

The  state  sales  tax  is  5  percent  of  the  purchase  price  or  rental  charge  for  tangible  personal 
property  sold  or  rented  in  the  Commonwealth.  Sales  tax  revenue  generated  from  overnight 
visitor  and  day  tripper  spending  associated  with  each  development  option  was  calculated  by 
multiplying  the  estimated  change  in  total  output  by  an  effective  sales  tax  rate  of  approximately 
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1  percent.  This  effective  rate  was  determined  through  an  analysis  of  historical  state  tax 
revenues  and  gross  state  product  figures. 

Meals  Tax 

A  tax  of  5  percent  is  imposed  upon  the  price  of  food  and  alcoholic  beverages  served  in  a 
restaurant.  These  costs  were  estimated  by  multiplying  the  estimated  change  in  total  output  by 
the  effective  meals  tax  rate  of  .205  percent,  calculated  on  gross  state  product. 

Based  on  the  methodologies  described  above,  recurring  fiscal  benefits  to  the  Commonwealth 
of  Massachusetts  (in  1993  dollars)  are  estimated  as  shown  with  each  option: 


Commonwealth  of  Massachusetts 
Fiscal  Tax  Revenues  for  Alternative  Development  Options 
(In  Thousands  of  Dollars  Rounded  to  Nearest  $10,000) 

Including  Existing  Hynes  Impacts 


Option  A 

Option  B 

Option  C 

Option  D 

No-Build 

Hynes-Exp. 

Hynes-No.  Exp. 

Hynes-Exp. 

Hynes-No  Exp 

Option 

S.  Bav-No-Build 

S.  Bav-450K 

S.  Bav-  450K 

S.  Bay-650K 

Income  Tax 

$16,200 

$25,870 

$35,990 

$42,260 

$42,260 

Room  Occupancy  Tax 

6,360 

10,110 

14,040 

16,470 

16,470 

Sales  Tax 

5,640 

9,020 

12,560 

14,750 

14,750 

Meals  Tax 

3,750 

5,960 

8,280 

9,720 

9,720 

Total  Impacts  (Including 
Existing  Hynes  Operations) 


Income  Tax 
Room  Occupancy  Tax 
Sales  Tax 
Meals  Tax 


Incremental  Impact 
Excluding  Existing  Hynes 
Operations 


No-Build 

Option 


NA 


$50,960  $70,870  $83,200 

Excluding  Existing  Hynes  Impacts 


Option  A 
Hynes-Exp. 

S.  Bav-No-Build 


$9,670 
3,750 
3,380 
2,210 


Option  B 

Hynes-No.  Exp. 

S.  Bav-450K 


$19,790 
7,680 
6,920 
4,530 


Option  C 
Hynes-Exp. 
S.  Bay-450K 


$26,060 

10,110 

9,110 

5,970 


$83  200 


Option  D 

Hynes-No  Exp 

S.  Bav-650K 

26,060 

10,110 

9,110 

5,970 
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XII.  DEVELOPMENT  COST  ANALYSIS 

TAC  and  Zaldastani  Associates  estimated  on-site  construction  and  other  development  costs 
(excluding  off-site  costs)  for  each  of  the  four  development  alternatives  and  no-build  option. 
These  costs  are  outlined  on  Appendix  B.  Development  costs  were  estimated  based  on  the 
building  program  options  outlined  on  Appendix  A. 
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XIII.  RELATIVE  COST  EFFECTIVENESS  OF  ALTERNATIVE  DEVELOPMENT 

OPTIONS 


The  conclusions  reached  in  the  preceding  sections  made  it  possible  to  measure  the  relative 
cost  effectiveness  for  each  alternative  option.  Cost  effectiveness  was  measured  by 
calculating  each  option's  ratio  of  development  and  operating  costs  to  fiscal  benefits  per 
additional  attendee  generated  as  a  result  of  expansion/development.  Cost  effectiveness  was 
measured  on  an  annual  basis,  assuming  a  stabilized  operating  year,  in  1993  dollars.  As 
shown  in  the  chart  below,  fiscal  benefits  exceed  development  and  operating  costs  for  each 
option,  and  Option  D  (No  Expand  Hynes/Develop  650,000  square  feet  at  South  Bay)  is  the 
most  cost  effective  option. 
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Relative  Cost  Effectiveness  of  Alternative  Development  Options 

• 

Existing 

Hynes 

(No  Build) 

Excluc 

Development  Option 
linq  Hynes  Costs  and  Benefits 

Add 
200.000 

Add 
450,000 

Add  650K 

Split 

+650K 
S.  Bay 

Add'l  Convention/Trade  Show 
Attendance  Resulting  from 
Development/Expansion 

340,000 

200,000 

410,000 

540,000 

540,000 

Development  Costs  (On  Site)  *(1) 

N/A 

$183,800 

$394,540 

$578,340 

$487,100 

Development  Costs  (Amortized)  *(2) 

$21 ,086 

$16,083 

$34,522 

$50,605 

$42,621 

Operating  Loss/(Gain)* 

$6,330 

$(780) 

$(1,290) 

$(460) 

$(1,640) 

Fiscal  Benefits* 

$31 ,950 

$19,010 

$38,920 

$51 ,250 

$51 ,250 

Development  Cost  (Amortized) 
per  Attendee 

$62.02 

$80.41 

$84.20 

$93.71 

$78.93 

Operating  Cost  (Benefit)  per 
Attendee 

$18.62 

$(3.90) 

$(3.15) 

$(.84) 

$(3.03) 

Total  Fiscal  Benefits 
per  Attendee 

$93.97 

$95.05 

$94.93 

$94.91 

$94.91 

Ratio  of  Costs  to  Benefits  per 
Attendee 

1:1.2 

1:1.2 

1:1.2 

1:1.0 

1:1.3 

*    In  thousands  rounded  to  nearest  $1 0,000 

(1)  Development  costs  exclude  off-site  and  furniture,  fixtures  and  equipment. 

(2)  Annual  amortization  terms  for  the  development  costs  were  based  on  repayment  over  20  years 
assuming  a  6  percent  charge  on  the  balance.  The  "constant"  rate  is  8.75%  for  these  assumptions. 
Existing  Hynes  amortized  development  costs  were  provided  by  MCCA. 
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THE      ARCHITECTS      COLLABORATIVE 


Building  Program  Requirements 

for 
Expansion/Development  Options 


APPENDIX  A 


Expansion  of  John  B.  Hynes 
Veterans  Memorial  Convention  Center 

Exhibition 
Space 

Meeting 
Space 

Mechanical 
Storage,  etc. 

Total 

First  Level 

-0- 

40,000 

150,000 

190,000 

Second  Level 

120,000 
40,000 

-0- 

50,000 

210,000 

Third  Level 
Total 

50,000 

30,000 
20,000 

90,000 

110,000 

210,00 

210,000 

310,000 

610,000 

Development  of  Convention  Center 

on  South  Boston  Site 

(Two  Options) 

Exhibition 

450,000 

650,000 

Meeting 

150,000 

250,000 

Multi-Function  Ballroom* 

50,000+ 

50,000+ 

Food  Service  Kitchen 

35,000 

35,000 

Administrative  Offices 

15,000 

15,000 

Circulation  & 
Back-of-House 

400.000 

500.000 

Total  Square  Feet 

1,100,000 

1.500.000 

*  This  space  may  provide  for  seating  of  5,000-10,000  persons  in  plenary  session. 
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THE      ARCHITECTS      COLLABORATIVE 


APPENDIX  B 


COMPARISON  OF  PRELIMINARY  ON-SITE  DEVELOPMENT  COSTS  PER 

INCREMENTAL  CONVENTION/TRADE  SHOW  ATTENDEE 

FOR  FOUR  DEVELOPMENT  OPTIONS  (1) 


Additional  Exhibit  Space 
(Square  Feet) 


OPTION  A 


Expand  Hynes 

Berklee-Cecilia 

Option 

No  Build-S.  Boston 


200,000 


OPTION  B 


OPTION  C 


OPTION  D 


Develop  450,000  Develop  650,000 

Sq  Ft  in  Expand  Hynes  AND             Sq  Ft  in 

South  Boston  Develop  450K             South  Boston 

No  Expand-Hynes  Sq  Ft  in  S.  Boston  No  Expand-Hyne 


450,000 


650,000 


650,000 


Average  Addl  Conv/TS 

Attendees  Annually 

(rounded  to  nearest  10,000) 


200,000 


410,000 


540,000 


540,000 


On  Site  Development  Costs 
Hynes  Expansion  Costs  (2) 
New  Construction 

Air  Rights 

Site  Aquisition  (3) 

Demolition 

Soft  Costs  (4) 

S.  Boston  Developmt  Costs 

New  Construction  Costs 

Building  Soft  Costs  (4) 

Addl  costs  from  C&L  Report  (5) 

On  Site  Development  Costs 


$122,000,000 

$7,500,000 

$22,500,000 

$1,300,000 

30,500,000 


$183,800,000 


$195,800,000 

58,740,000 

$140,000,000 

$394,540,000 


$122,000,000 

$7,500,000 

$22,500,000 

$1,300,000 

30,500,000 

$195,800,000 

58,740,000 

$140,000,000 

$578,340,000 


$267,000,000 

80,100,000 

$140,000,000 

$487,100,000 


On-Slte  Development  Cost 
Per  Additional  Attendee 

(Rounded  to  nearest  $10) 


$920 


$960 


$1,070 


$900 


Source  of  Cost  Estimates:  The  Architects  Collaborative,  Boston,  associated  wtth  Zaldastani  Associates  and  ZHA 

(except  as  otherwise  noted) 

(1)  It  is  important  to  note  that  development  costs  shown  above  reflect  neither  off-site  costs  nor  FF&E. 

(2)  These  costs  do  not  reflect  the  replacement  costs  of  the  ■Auditorium•  parking  garage  which 

would  be  demolished  with  the  'Expand  Hynes"  option. 

(3)  Site  acquisition  costs  were  estimated  based  on  Information  from  local  real  estate  contacts. 

(4)  Includes  architectural  and  engineering  fees,  among  other  costs. 

(5)  These  costs  Include  certain  infrastructure  costs,  as  explained  In  more  detail  In 

the  Coopers  &  Lybrand  Report.  There  will  be  additional  off-site  costs  which  are  not 
included. 
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